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Why competmveness
 doesn’ tmxmter much

%«E Interest' rates

2 Eﬁﬂ France and Germany

China moves to
-cut overheating
in the economy

cmismmmchmvdownnnilsoverheaﬂng
economy amid reports that Li Guixian, its centrsl
bankgovemorhasbeenmcked Iaﬂmgto

e:tendedtomdude
supervismnnftherple’s Bank
of enforcing with the task

creditcu.rbs.Page-l

Pound rises as German rate
cut specuiation ‘ncreases

insﬁtntlonalbuyingeg

investors A Petnall!ﬁ'om.la&anese
'Ehighﬁtlevelagainstthen-mrksineelast ’
September’s devaluation. Profit-taking iater
brﬂughtltdowntoacloseml..ondonof

unchanged from

today' meeting after. the Bonn coali-
2&!15 DM25bn ($14.7bn) savings package was
yes§ for
keyratesmmasam the cutting of

Governor optimiatic: Britain has the potential

foraneeunomicremverythateouldwnhnue )
through the rest of this decade, to Eddia

George, the new governor of the Bank of England.

Paaela Steady hand at the helm, Page 17

'I'ratleaeeoulbloMUS—Mmmrelahons
wm'EJeopard:sedafteraUsredemlqom-tnﬂmg
which effectively blocks approval of the North
American Free Trade Agreement this year. Page 18

Ecpmmisesnulhhubulﬂlam
Informati

_ nothing but the truth”,
pledged Joao de Deus
Pinheiro (left), commis-
sioaer for inf

mmbumdwdenn\mthsmgsotthemln
geneﬁlanﬂﬂleaﬂnmimnnmmﬂmhrmz

t6 Oredk ade - rbece’s
former forelgn minister, Antonis Samaras,

a new political party, throwing the stahility of
prime minister ine Mitsotakis’s govern-

- IME loan to Russia: The International Monetary
Fuond is due today to approve anew $15bnloan -
toRHssmaﬁerexhantmgfnrthermarketmform
steps from the Russian authorities. Page 3; Call

for “irade not aid’ treatment, Page 4

Nuclear test ban set to stay: President -
. Bill Clinton Is expected to extend the US morato-
rinm on nuclear testing, bowing to opposition
from Congress to any finther such tests. Page
5; Uraniwm process goes independent, Page 5

fancial quarter, in a bid to frustrate bomb threats
in the capital Page 8

Rolw, Japanese seiniconductor maker, said

its US subsidiary would claim royalties from
Intal, worlﬂ'slar;mstch:pmkﬂ- -and other leading
mamifacturers of “flash memory” chips, following
amnrtnﬂmgreafﬁrmingaRohmpaumm

asthelrtroopstrtedtopushbackuoslemfom
from Mostar. Page 3; UN poised to extend peace-
hepingoperaﬂnns.l’agea
Mmmsulhtakewmrat
Husseinov, the msn whose private army forced
. -{he-elected president of Azerbaijan to flee his

- pogt, Was named privee minister and “supreme
amnmnder”orthecaumsianrepubhc.l’agea

annziﬂnandarla,thelmlianholdmg
toimpany saddled with total borrowings of over
Immn(s'aolsbn) is expected to launch a big
“Yights issue to recapitalise its shaky finances
afier a special shareholders’ meeting planned
Tor Augnst 31. Page 19

"Tag frandstor jalled: Michael Hunt, the

. ‘maddging direcior of Nissan UK, the former West
. Byssex-based car importer, was jailed for elght

By Alice Rawsthom in Peris and
Philip Rawstome in London

MR Frangois Pinauit, the ambitious
French mdustna]ist bas bought
Chateau Latour. one of the pramdest of
Bordeaux’s grands crus, from
Allied-Lyons, the UK food and drinks
group, for FFrEs0m ($121m),

The deal returns the vingyard to
French ownership after 30 years in Brit-
ish hands. It fits neatly into Mr Pinault's
ambitions to endear himself to the

" THURSDAY JULY 11993

He made the acquisition through
Artemis, the company through which
his family controls the Pinault-Prin-
temps retailing group. Artemis also has
a number of industrial investments and
substantial junk bond portfolio bought
late last year from Crédit Lyonnais, the
French ing grovp which Is one of
Pinault-Printemps’ main advisers.

Mr Pinault, 56, regards the purchase
as “a good, long-term investment”, an
ajde said yesterday. “Besides, it’s his
favourite wine. What better reason could

He is one of the pew breed of French
entrepreneurs inclpding Mr Bernard
Amault, chairman of the LVMH luxury
goods group, and Mr Bernard Tapie, the
flambgyant businezssman and politician,
who came to the fore in the late 1980s by
importing Anglo-Suxon corporate tactics
into the staid worid of French industry.

Outside his busimess interests Mr
Pinault has styled himself as a patron of
the arts, recently commissioning a huge
sculpture for his country home from Mr
Richard Serra, the avant garde US artist.

French business establishment.

there be for buying it?” she added.

The Pinanlt group expanded rapidly in

‘the 1980s, from its original base as a

small Breton-based timber business, into
one of the leading operators in French
retailing with turnover of FFr70bn last

year.
Mr Pinault's deals culminated 18
months ago with a FFr5.3bn partial bid
forAu Printemps, one of France's most
famous department store chains. The bid
provoked a protest from Au Printemps’
minority shareholders and sparked an
official review of French takeover law.
Mr Pinault won the bid, but Pinault-
Printemps has since been bnrdened by

Alead for Eurcpe
German banking
and finance

B survey, Pages 11-14
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Pinault lays down $121m for his favourite wine

heavy debts, estimated at around
FFri9bn. If bas since been trying to
raise capital by selling asgets and
peripheral businesses, including the
Pinault family's old timber interests.

Chéteau-Latour — once described by
Mr Michae! Jacksman, Allled-[.yons
chairman, as the “ultimate brand” -
put on the market late last year, The
decision refiected a change in manage-
ment strategy after the UK group's

Continned on Page 18

Move on Quantum marks conglomerate’s return to acquisition trail

Agnelli

B;Maagbuwhm

HANSON, the Anglo-American
conglomerate, yesterday
launched an agreed $3.2bn bid for

Quantvm Chemical Corporation
of the US. The price includes
$720m for Quanhun'’s share capi-
tal phus the assumption of Quan-
tum's $2.5bn of debt.
Quantym, formed in 1987 from
National Distillers & Chemical
after it sold its wine and liquor
'business and refinanced with

aging, and products such as toys

) and automotive components. It is

- | the sscond-largest retafl supplier

of propane gas.
'I'hebidmarksHansnnsretum

-1 to the acquisttion trail after its
- fafied £780m bid for Ranks Hovis

McDougall, the UK food com-
paoy. launched in October. Han-

| son was beaten when rival UK

rate Tomking topped its

purchaite ?)ltso yay stak:
a 2.8 per cent

in Imperial Chemical Industries

in 1991 which, despite fierce spec-
nlation, never led to a bid.

It iMustrates the changing style
of Hangon's acquisitions. Lord
Hanson, chairman, said: “Han-
son’s objective for the 1990s is to
build ap its major businesses,
while being prepared to make
major acquisitions when the

Hanson launches
$3.2bn bid for US
chemicals group

get'seqmtyatszﬂashareorax

Lex Page 18 $720m in all. The share offer

Hanson’s gamble -......Page 19 mﬂd‘!“!ﬂwmﬂams

< 8 capital.

Restructuring call......Page 28  quantum’s management has
agreed not to solicit a rival offer,
nor to accept such a bid unless

opporhmitypraenlsztse!ﬂan- their fiduciary duties require

tum fits this perfectly.” them to do so.

Mr Derek Bonham, Hanson's
chief executive, said he expected
the acquisition wonld make “a
positive contribution ito Hanson
earnings In 1993-94."

Quantum's profits have
siumped in recent years as gver-
capacity has hit polyethylene
prices. Lord Hanson said the deal
had been struck “near the bottom
of this lndostry's eyrle”.

" Mr David Clarke, chis! execu-

tive officer of Hanson industries,
the conglomerate’s US arm, said
a small increase in prices would
have a large impact on profits.
He said it was this kind of “earn-
ings leverage we at Hanson sirive
to look for”. In 1988, the peak of
thelastcyc!e.Quanhxmsoperat
ing income was $759.8m, but in
Mthjsfeubosslmamhm
has also bean burdened with
heavy debt. Interest charges have
pushed Quaninm into losses In
1941 and 1992 and it has a bal
ance sheet deficit of $471.1m.
Hanson is offering 1.176 of its
ADRs, which each represent five
ordinary shares, for each Quan-
tum share. That values the tar-

Quantum is paytng interest
rates of more than 10 per cent on
its debt while Hanson pays about
5 per cent on its US borrowings.
Hanson could thus save $125m a
year in interest charges alone.
Hanson also plans to continue
cost-cutting programmes alresdy
instituted.

Hanson hopes to complete the
deal by Sewtember 30, its fivan-
cial vear =nd. If it goes throngh
un these terms, Hanson's net
debt would rise to about B) per
cent of shareholders’ fimds, Mr
Bonham said, in part because
there would be 2 significant good-
will write-off associated with the
purchase. At the end of the 1992
financial year Hanson’s gearing
was 18 per cent.

Stockbrokers likened the bid to
Hanson's purchase of Beazer, the
UK-US building company, in
December 1991. That toc was

a 4p rise o a3 London close of
from §12Y% to $19 at midday.

Travor Humpheisa
226%p. Quantum’s shares rose Lord Hanson expecis Quantum Che-im! to make a positive

tribution to Hanson’s earnings in 1993-94

confirms
Fiat paid
political

bribes

By Robert Graham In Turin

MR Giovanni Agnelli, the
chairman of Fiat, yesterday con-
firmed for the first time in public
that Italy’s largest private group
had paid L50bn: ($32.5m) in bribes
to politicians and their intermedi-
arles over the past 10 years.

He was also forced to defend
the conduct of Fiat in paying
bribes before a marathon five-
howr annual meeting of the
group and at a subsequent press
conference,

Mr Agnelli also disclosed that
Fiat planned to raise up to
L3,000bn this year in asset sales
to offset the cost of rising debt
and the prospect of a 1993 operat-
ing loss close to L1,000bn.

2 The details of the bribes are in

1 the as yet unpublished accounts,
but Mr Agnelli assured share-
] holders: “The total amount paid

B7 aut in (illicit) contributions to
political parties over a decade by
the managers of Fiat group com-
panies involved have had no gig-
‘nificant repercussions on the

pruﬁts of the group in any one

Mr Agnelli said there was no
case of accounts having been fal-
sified because the amounts were
minimal in relation to assets,
although some accounting adjust-
ments had been made.

But he Insisted “at econsoli-
dated level, we feel that- the
amount of these paywents in no

Continued on Page 18

Agnelli maps out route for
disposals, Page 20

By Andrew HE in Madrid

NINE MEMBERS of the
?esm:lglﬂaym bo]jsgmtotgmal

al pass-

port controls at all internal fron-

tiers by December 1.

From that date,
between Germany,

Greece and the

Benelux countries will be able to

pass freely across imternal bor-

ders, Incinding ports and air-

travellers

Date fixed to end
passport controls
within most of EC

where 2 regiopal agreement to
open frontiers was reached in
1985.

Mr Ca.rlos Westendorp. the
Spanish EC , who
chaired yestm-day's meetmg, said
the deal was “good news for
Europe at exactly the moment
when we need some good news”.

Yesterday's political declara-
tion is subject, however, to of
conditions, insisted on by the
new centreright French govern-
ment, whick is still worrled

EC pension
directive
scrapped

By Norma Cohen in London

A LONG-AWAITED EC directive
hherahsmgpenmonﬁmdmvest
ment has in effect been scrapped
because some memher states
believed it went too far towards
encouraging investment outside
their home markets.

The directive’s key elements
were rules barring countiries
from requiring pension funds to
hold a minimum of thefr invest-
ments in certain asset categories
and allowing up to £0 per cent of
assetsbnbemveatedlnnnn—do—
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NEWS: EUROPE

BARELY 10 days ago, on the
eve of the EC summit ln
Copenhagen, shocking words
were spoken ip a remote com-
mittee room of the German
Bundestag.

“Maastricht is dead,” was
one of the more dramatic
expressions. “Social cobesion,”
alias trade protectionism, was
trumpeted as the answer to
Europe’s economie misery. The
negotiations for liberalisation
of the Gatt were denounced as
dangerous, irrelevant and

unnecessary.

The perpetrators of these
heresles, for that is how they
sounded ih the Cerman parlia.
ment, were not German parlia-
mentarians, bit a dozen lead-
ing French deputies. The
vehemence of their attack took

nation of the Bundesbank to

in every family.”

says an offi-
¢ial of the German Bundes-

Shocking wbrds upset the EC’s oldest fas

of Franco-German monetary
policy, he

c0-00!

Waigel dared not be sesn as a

real. But if Mr Balladur can get
throogh the first six months, I
think relations will be back on

their German hosts by sur-
prise.

The mood in Pariz is cer-
tainly causing some concern in
Bonn, just as the contrary is
no doubt true, that Germany is
obsessed with its internal prob-
lems of unification. There is
tension on the age-old issue of
free trade versus protection-

cut its high interest rates at a
tortolse-like pace; there are
clear disagreements over pol-
icy towards the former Yugo-
slavia, with Bonn's frusiration
at its powerlessness
seii-evident.

And yet, in spite of it all, the
Franco-German relationship
remains, apparently unper-
turbed, if just a little anxious.
“There are problems like this

bank.

The official in question was
referring to the latest spat
between Paris and Bonn
sparked by Mr Edmond
Alphandéry, the French eco-
nomics minister. Whether
under the influence of posi-
electoral euphoria, prompted
by barefaced cheek, or demon-
strating 2 remarkable igno-

cast on Thursday that he had
summoned Mr Theo Waigel,
his German counterpart, and
Mr Helmut Schlesinger, the
president of the Bundesbank,
to & meeting In Paris the fol-

est rates, and set the guide-
li:nesforpmperoo-ordmahon

suggested.

When Mr Waigel promptly
cancelled the meeting-a rou-
tine session of the Franco-Ger-
man economic and finance
council - there was scarcely

any surprise in Bonn. For Mr
Alphandéry had dared to
intrude on the sacred indepen-
dence of the Bundesbank, and
suggest that it conld be sub-
jected to political pressure. Mr

nspirator.
At the highest levels in
Bomn, there i understanding
foerAlphandén’sdﬂemma.
*The French government has
to survive an

extraordinarily
difficult first six months,”
according to one well-placed
official.

“The popular pressures for
protectionism, and abandon-
ment of the frane fort, are very

an even keel™

There is also nervousness.
“Each of these problems indi-
vidually is manageable,”

Yetﬂleremaybelesssympa

P
Ve, and aore
reactive,

Pique in Paris as Germans

By David Buchan in Parils-

“BEYOND the turbulences of the moment,
which are inevifable, the French-German
refationship will keep the depth and the
permanence which are necessary for both
Earope -and Franee.” This was the rather
portentons way in which Mr Alain Juppé,
France's foreign minister, songht yester-
day in the National Assembiy to soothe
anxious questioners about the currently
shaky state of the Paris-Boun axis.
Independent French experts on rela-
tions across the Rhine concur In the basic

solidity of the alliance. Ms Anne-Marle Le
Gloannec of the Centre d'Etndes et
Recherches Internationales pointed out

In their relationship, notably the imitial
hostile reaction of many French politl-
cians in 1939-80 to the prospect of German
unification. Bt there is clear concern in
France at'the proliferating pinpricks
between Paris and Boun. “They should
not he dramatised, bmt neither shounld
they be underestimated,” said Mr Juppé
yesterday. “None of the disagreements are

ahout anything as spectacular as German
unification, but the fact that they are so
numemns.rangmg&ommnnetanpoﬂcy
and Gatt to bananas and waste reqyclmg,
makes them harder to manapge,” com-
mented Ms Le Gloannec.,

They are compounded by the fact that
the new Ralladwr government is proving
more assertive of French interests than its
socialist predecessor. Mr Edmond Alphan-
déry, the economy minister, carried this
too far last week by appearing to snzmmon
his German oppostte numbers to Paris for
talks on “comcerted” interest raie cuis,

refuse to cross the Rhme

while at the same me eclaiming that an
increasing tumber ¢f cormtries seemed fo
be looking to the Bank of France rather
than the Bundesbank for the lead in low-
ering the cost of money in Earope.

Not surprisingly, the Germans refised

to cross the Rhine last week. But the view
inMrAIphandéry’sownmmsh'yrsthat
their minister's gaffe does not change
“the fundamentals” which remain in
France’s favour. These are that Framce
has lower inflation, and less depressing
prospects for growth and for budget defi-
cits, than Germany’s. Therefore, France,

like the Netherlands, will be able to keep
its short- and medimm-term interest rales
below those of Germany, and may be able
to cut rates a little bif more, indepen-
dently of whatever the Bumdesbank does.

Yirtoaily every minister in the Balladnr
government belleves, or hopes, this will
eveninally bring recovery in France. The
ane exception is Mr Alain Madelin, the

- “the franc’s Iink to the D-Mark imposes a

floor on French shori-term rates, which
can no Ionger drop significantly below

using his influence with Mr Kohl, both at
the Tokyo summit nest week and later.

Bundesbank given rates signal

By Christopher Parkes in
Frankfurt

THE Bonn cosalition's DM25hn
{£9.5bn) savings package was
widely hailed yesterday as a
signal for the Bundesbank to
resume cutting key interest

rates — but there was no agree- |

ment on when the first move
would come.

Today's meeting of the cen-
tral bank's policy-making
corncil in Leipzig was consid-
ered too edrly by Mr Ridiger
Pohl, a member of the govern-
ment’s couneil of economic
advisers.

He belleved the bank might
delay action until the political
fate of the contentious pack-
age, based on culs im social
spending, was clearer.

Financial market traders
were also scepticai, even
though the bank early yester-
day gave a foriber downward

nmdge to the securilies repur-
chase rate, at which it supplies
markets with wholesale funds.

A cot from 7.59 to 7.58 per
cent — the smallest possi-
ble - had been expected and

Strains in the economy
alone pointed to the need for
some encouragement from the
ceniral bank sometime this
mouth.

Despite the Bundesbank's
repeated attempts to talk op
the state of the economy, cails
are jucreasing from indnsiry
for further rates relief. Mr Tyl
Necker, president of the BDI
federal industry confederation,
said earlier this week that the
end of the slamp had not been

reached and all indicators
were still pointing down.
wards.

Private sector economists

“have this week downgraded

their forecasts and now expect

- the wesi German ecopomy to

shrink by up to 3 per cent in
1993, The government, too,
wants some help to divert f-
ther eriticism of German fiscal
laxity and monetary rigidity
expected at next month's sum-
mit of the Group of Seven
leading indusirial nations in
Tokyo. Chancellor Helmut
Kobl would draw atiention to
the deficit-reduction package
at the talks, Mr Dieter Vogel,
the official government
spokesman, said.

The pianned cuis would teip
put an end to uncertainty
about the stability of the
D-Mark, be added, and create
conditions for further rate
cuts. Rednctions in social sup-

ports would nrake them a less
atiractive alternative to work-

was among the more baullish
proponents of inmmediate cuts.
Mr Axel Siedenberg, an econo-
mist in the bank's research
division, said he expected at
least a quarter-point reduction
today in the 7.25 per cent dis-
comnt and the 8.50 per cent
Lomhard rates.

He pointed to the expected
return. of monetary growth to
the Bundesbank’s target
range, a further esasing of
mﬂaﬂon, continuing falls
in import prices.

Although import prices in
May fell 0.3 per ceni to stand
3.6 per cent lower than a year
earlier, other economisis
pointed out that the recent
rise of the dollar against the
D-Mark would quickly pusk
them up again.

Germany defends true symbol of unification

‘Ja’ we have cheap bananas

BynuemlnPeelmBorm

IF THERE is one true symbol
of German unification it
should be the beloved bhanana,
they say in the Beriin back-
streets.

When east Germany left the
grim, fruit-free world of Com-
munist rule and joined the
bulging materialism of its
western sster gtate, the mo_st

celebrate their new-found free-
dom by devouring no less than
26kg per head per year, way
over the EC average of 1lkg
per head.

With imports running at
2.4m tonnes a year, Germany is
now by far the largest banana-
eating nation In the industria-
lised world. Which is precisely

‘and favour the dearer and

humbler products of the Caribh-
bean and Africa, is a subject of
tinnal out o
Stickers abound in car wind-
screens and shop windows,
urging fellow citizens in Gothic
scripttobemﬁcand“eat

ment plea for an injunction to
stop the new banana import
regime is therefore a new blow
to Germany's traditional loy-
alty to the EC.

It comes on the eve of the
oral hearing in Germany’s own
constitutional ommt in Karls-
ruhe on whether the Maas-

tricht treaty on European
union is compatible with the
German constitution. Some
would see it as an ominous
reminder that when a real Ger-
man issue is at stake, devotion
to the cause of European inte-
gration evaporates.

They point to the famous
hattle over the German Rein-
heifsgebot. which demands-
that all beer brewed in Ger
many be free from all artificial
additives.

And ai thé heart of the oppo-
sition to Maasiricht is the ordi-
nary German's devotion. to his
D-Mark. The Karlsruhe court is
unlikely to decide on Maas-
tricht before September. Few.
Germans will understand the
legal niceties. But they all
undevstand the fhreat to their
money, their beer, and thelr
bananas.

Brussels unveils

By David Gardner in Brussels

INFORMATION provided by
the European Commission will
from now on consist of “the
truth, the whole truth, and
nothing but the truth™, pledged
Mr Joac de Deus Pinheird,
commissioner for internal
political relations, announcing
Brussels' long-awaited new
strategy of openness.

He hailed the new policy as
“a milestone” and “a demo-
cratic approach”, after which
the Commission would present
information to the public and

the media oh demand, speedily
and without “techno-babble™.
The measure is intended to’
clean up the image of the EC
in general, and of the Commis-
sion in

All Commission documents
would eventually be made
available, he said, once.a sys-
tem had been put in place to
“distinguish between those
which are and aren't” official
policy. Draft documents, which
reveal the preliminary policy
thinking of the EC’s quasi-ex-
ecutive, should also be open to
scrutiny. Mindful of the conh'o-

its policy of glasnost

versy within the Commission

over opening up its workings
to public view, Mr Pinheiro

warned that “the new policy.

will only work if it is identified
with by everybody”.

The commissioners them-.

selves, some of whom are
rarely if ever seen im publiic,
would come forward much
more regularly to give an

account of their work, Mr Pin-

heiro said. “It's important that
there shounld be full disclosure
oi the Commission's views.”
“People want more informa-
tion, better explanations and a

faster service.” 'says the docu-
ment approved by Brussels

' yesterday. “What they do not

want are propaganda, and
platitudes.”
Throughout the Commission

the public and the press. A
small strategy group will moni-
tor the overall political coher-
ence of Commission informa-
tion, while a steering
committee based on its infor-
mation directorate will exam-
ine whether informahon is

meeting the specific needs of
those seeking it

In addition, feedback should
come from an external users'
advisory council, made up of
business, trade unions, the pro-

press.
Although the Commission
has now made its meve, the
Community’s council of minis-
ters has still to make up its
mind on the possibility of fiee-
dom of information rules,
allowing the public access to
all EC documents on the US or
Scandinavian modsel

Greek government’s
stability in doubt

By Kerin Hope in Athens

GREECE'S former foreign
minister, Mr Antonis Samaras,
yesterday launched a new

political Dal‘tY throwing. the . party,

slzbi]:ltyof government of
the prime minister, Mr Con-
stantine Mitsotakis, into doubt.
* Anhouncing the fo tion
of “Political Spring”, Mr Sama-
rasea]]edfora&eshappmach,
but avoided outlining specific
pohcms. He has stressed that
be does not want to bring

down the govemnienl:. How-

ever, the resignation” earlier
this week of Mr Yannis Aver-

" off, a praminent backbencher
_mthenmngNemem

could presage the depar-
ture of other personahti&s,
making it increasingly difficalt

for Mr Mitsotakds to govern
effectively. His authority has.
been eroded recently by accu-

sations thatbewasmvolvedm.

an jflegal

phone-tapping opera- |
tlonnowbmngmveshgahadby

judicial authorities.

Baton

passes

You MEARN THEY Took EVFRY SINGLE
COPY of THE MMSTth:ﬂ-r TREATY?

to country that actually llkes EC

ByuonaIBarberlnBrusaels

NE IS a flesh-pumping
Flemish Christian
Democrat with a pas-
sion for ; the otheris a
I:.lghbrow Flemish Socialist
ho conducts orchestras in his
spare time, Meet Mr Jean-Lnc
Dehaene. Belginm's prime
, and Mr Willy Claes,
Belgium's foreign - minister,
two mewcomers on the Euro-
pean scene who will be run-
ning the Buropean Community
for the next six months.
Today Belgiunm takes over
the rotating EC presidency
from Denmark. Mr Dehaene
and Mr Claes can barely dis-
guise their satisfaction. After
the niggling nationalism of
the previous Britich and Dan-
ish presidencies, federalist-
minded Belglum is pressing
for a return to Community
orthodoxy. “We need more
Emoﬂe- qot less Ellmpe," 5ays
Mr Dehaene.

Beyond the slogan lie two
goals: to restore the mﬂmrity
of the European Commission

as policy-motor and arbiter

batweenthelzmemberstates;
and to apply the provisions of
the Maasiricht treaty, assum-
ing, of course, that it survives
ﬂ:eﬁnalstaga of ratification
in the UK and a legal chal-
lenge in Germany.

Neither task will be easy.

monetary union must
be made during the Belgian
presidency. The challenge is to
formulate a deal on the site of
the new European Monetary
Institute, the precursor of the

member of the “hard core”™
cwrrency bloe built aronnd the
D-Mark took a knock recently.
Mr Philippe Maystadt,
finance minister, soggested
that the Maastricht criteria for
reducing budget deficits C might
have to be relaxed if ‘the reces-
sion continned well into 1994,
Mr Maystadt subsequently.
said he had been wisquoied,
tmt the impression of waver-

ing lingered.

Belginm also wants to make
Maasiricht’s provisiens for a
common EC foreigm and sect-
rity policy work. This may
seem remote after the
over former Yogoslavia; but
Belgium is looking for less
coatroversial areas where the

as having introduced bad
habits. Their enthusiasm for
speedy of the BC
to include Austria, Finland,

the Danish push for more tele-
vised ministerial meetings.
Five-minute sound-hites on
camera are nof the best way to
restore EC credibility, says Mr

On the positive side, Den-
mark succeeded in liberalising
the EC road hamlage market,
as well as presiding over the

aceeleration of the eenmmi# -

and political integration of

ceniral and eastern Europe -
intothenc.wmehlndudﬂl_

But too often its ambitions

mmmmltoﬂm

Deutsche
Telekom

plan__ -
approved |

Bymemilhdhamn_

GERMANY'S main
pa:hamentary groups ' bave
given the go-ahead to the plan
which will pave the way for
the eveniual privatisation of
Deutsche Telekom, ithe state-
owned telecommunication

-ag the middle of 1996.. -
The plan foresees-ihe cre-
al:ion of three separate
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~issues

.. ;' BOSNIAN Croat commanders

* ‘piobilisation as their trog
f "7 ried to push back Mosleﬁ
1| -7 forces from Mostar, southwes-
! © -  tém Bosnia-Hercegovina,
: ___._;Ml_'_Jadranko Priie, prime
; - minister of the self-styled
Croat state of Herceg-Bosnia,
yesterday ordered Bosnian
Croat men between the ages of
- 18 and 60 to report for military
.-'..¥e have big problems with
:them f[the Moslems] around
. Mostar. But otherwise 1 think
- we have enough men,” Mr
¢ 7 Prlle said yesterday in a tele-
.. phone interview. Moslems ont-
\ .- npumber Croats, who comprised
.. 1 per cent of Bosnia's pre-war
-~ ‘population of 43m. But Croat
i - forces are better armed and
have been holstered by rein-
. forcements from Croatia.
-~ -Bosnian and Croatian radio
yesterday reported heavy fight-
g in Mbostar, on the Neretva
- river. Recent attempts by the
Croats te seize control of Mos-
. tar have reduced to rubble the
regicnal capital of southwes-
tern  Bosnia-Hercegovina,
already heavily damaged last
year by Yugoslav army shell

Sarajevo radio reported that
: - some 30,000 Moslems were

NEWS: FUROPE

Moslem gains prompt mobilisation

“Bosnian Croat army
general call-up

The UN Secarity Counctl was poised last ni; pprove

to a
a three-month extension untfl Sepiember sog.h:f peacekeeping
operations in the former Yugoslav repubiics. Croatia, where
25 UN soldiers have been killed and 246 others wounded,
had wanted only a one-month extension while a broader
enfortement mandate to deal with Serb attacks might be
negotiated, writes Michael Littlejohins in New York,
But Mr Boutros Boutros Ghali, the secretary general, advised
thecouncﬂthatthismnotpracﬁmhle.n]sorejecﬁng“for
the moment” the option of withdrawing UN peacekeepers
entirely from Croatia. Earlier, the conncil had rejected a
resolation to lift the arms embargo ageinst the Bosnian

Moslems. The US backed the

] I measure, parting compan
with Britain, France and Russia which had threatened
veto. However. the opponents abstained when the resolution’s
third world sponsors could muster only six votes.

y
a

trapped in the city, with no
food, medicine or electricity.
Cr'i‘h:sra::? :;aaid Serbs and

ats yesterday pressed om
with their joint attack against
the Moslem-led Bosnian army
around Maglaj and Zavidoviei,
Moslem-held towns in north-
ceniral Bosnia. Reports said
refugees streamed out of Novi
Seher, a suburb of Maglaj.
which was set ablaze.

Corpses floated down the
River Bosna whick flows
through both towns, according
fo one report which could not
be independently confirmed.
UN officials yesterday said
Serb commanders had des-
patched tanks to fight beside
Croat forces around Maglaj.

Recent reports say Serb

,,.. A night

b am

Byl_liel‘nelSka_plnker,Lsiane
Industries Comrespondent

THE most emnﬁve hotel
rooms in Europe last year

Geneva,- Madrid and London,
according 0 a survey by lei-
_sm’edomltanlsrmnellxerr

The cheapest rooms were in
Manchester, Birmingham,
Rdinburgh ‘and Helsinkl.

- The average price paid for a

»- quality hotel in Paris, as

* 1 -opposed to the official rate

", charged, was FFri,281 (£150).

- In Londom, the price was

- £102.76. In Manchester, ihe

.- .cheapest of all 25 cities sur-

- véyed, the average rate
.-" charged was £49.37 a night.

: = ., Riinburgh offered the big-

.7, gest discounts on its official

- " - rates, with average reductions

T+ ol 44.8 per cent on offer to the

. traveller prepared to haggle.

Oslo; was the second biggest

:with the smallest discount,
“12.5 per cent, followed by
-Prigne (14.5 per cent) and Ber-
B {15.5 per cent).
—Hotels in_Pragm:_ had the
- highest occupancy of any large
<“Etropesn -city last year, fol-
‘Jowed by Munich and Athens.
“Pragne hotel occupancy was
711 per cent in 1992, com-
paved with 71.5 per cent the

were in Paris, followed by -

in Paris

~for price of 3
-in Manchester .

64.2 per cent in 1991 and Par-
isvose to 67.4 per cent from
62.8 per cent. Ocenpancy in
Frankfart fell slightly from
70.5 per cent in 1991 fo 69.2
per cent last year,
_ Helsinki was the eity with
the fowest occupancy. with
only 51 per cent of rooms full
last year, compared with 55.1
per ¢ent in 1991. Milan had the
second emptiest hotels with
of 51.7 per cent, fol-
lowed by Birmingham (52.5
per cent) and Geneva (54.5 per’

cent).

Budapest and Prague had
the largest number of foreign
guests staying in their guoality
hotels, with 98 per cent com-
ing from abroad. In Brussels
and Warsaw, about 94 per cent
of guests in quality hotels
were foreign. Birmi had
the fewest foreign hotel gnests
at 10 per cent. .
able from the Hotel Research

Purmell Kerr For-
ster Associales, New Garden
House, 78 Hatton Garden, Lon-
don ECIN &JA. £500.

i, the former Ageri Con-
mnlet party leader who 1S
Tioty the powerful chairman of
- ..1i..- . Hep Iedma
tspéect: to the deputies that the
*Peventigh of a national army 10

R of an agreement
w—.:eﬁ_'&hg:r;utin-the past three
ZHayé between Mr Alyev and Mr
Himisinov the mew prime min-

be PM

and Azerbaijjan will win.”

Mr Alyev, who assumes the
frunetion of head of state relin-
quished by the deposed Presi-
dent Abuifaz Elchibey, called
for the people to umite to end
the “civil” war it tlge comniry.
He blamed Mr Eichibey, presi-
dent for only a year, for the
collapse of the Azeri forces and
the capture of Mardakaert, the
iast Azeri-held town in the
Armepian-dominated enclave

Karabakh.

OEMr Husseinov sought to calm
the fears of oll companies
which had been expecting to
sign a $40m (£26.6m) deat with
the Azeri government this
month to develop the rich
reserves in the Caspian Sea,

it Bagirov, head of the state
giaibcommny, had given notice
of his resiguation. saying: °I
have received indications from
ournewnﬂersthatlammt
wanted.” Mr Bagirov had nego-
Hated the contracts with com-
jes including Amoco, Brit-
ish Petroleum and Pennzoi_l.
Mr Alyev and ¥r HusseinoV
now face the immense task of
ing moraie to forces shat-
tered by constant reversals
white dealing with, the refugee
crisis of many thousands.

fighters have rented tanks to
their one-time enemies for
DM500 (£200) 2 day. Tanjug,
the Serbian npews agency,
denied that Serbs and Croats
had engaged in a joint assault
against the Moslems.

The tenuous alliance
between Croats and Moslems
collapsed in April when Croat
forces moved to take control of
key towns in central and
southern Bosnia, expelliing
Moslems from territory they

claimed was designated as A colump of teenage Bosnian Moslem recrults on their way to
Croat.

Deficit reined back in
revised Russian budget

THE International Monetary
Fund is due today to announce
approval of a new $1.5bn loan
to Russia after extracting fus-
ther market reform steps from
the Russian authorities.

The money was expected to
be approved by the IMF board
vestierday after Mr Michel
Camdessus, the managing
director, complained earlier
this month that the govern-
ment and central bank were
not doing enough to implement
a statement of intent promis-
ing further reforms.

Since then, Moscow has pro-
duced a seties of measures to
promote reforms which IMF
loans, such as this first half of
a so-called systemic transfor-
mation facility, are intended to

support-

Mr Boris Fyodoroy, the radi-
cal finance minister who sees
outside pressure as a tool to
help him overcome demestic
resistance to painful reforms,
yesterday presented to parlia-
ment a revised budget adjusted
to inflation, and iniroducing
new taxes to increase reve-
nues.

The revised budget proposes
a budget deficit of 10.4 per cent
of gross damestic product as
opposed to 12.2 per cent in the
initial budget.

The new taxes include a 7

Government is
trying to meet
reform
demands by
IMF, writes
Leyla Boulton
in Moscow

per cent levy on enterprise rev-
enues to raise subsidy money
for coal and agriculture, an
increase in il excises from 18
to 30 per cent, and unspecified
excise on gas.

On Tuesday. the ceniral
bank increased the rate at
which it lends money to com-
mercial banks from 120 to 140
per cent.

This brings it, as one west-
ern official put it, within stri-
king distance of achieving a
promise that by mid-July this
rate will not be more than
seven percentage points lower
than an ill-defined market rate.
When the statement of intent

was signed, the latter was just
150 per cent, despite annual
inflation: of more than 1,000 per
cent.

Mr Fyodorov has apparently
stuck to limits he set for credit
expansion in the second guar
ter of this year. From today. he
has liberalised coal prices, as
part of promises to the Find to
remove existing price controls
by the end of this year.

Although parllament is
expected today to give the gov-
ernment permission to proceed
with spending in the third
quarter, it is expected to refuse
to approve the overall budget.

Having rejected the earlier
budget, it is now demanding
details on how the government
plans to spend money to sup-
port the country's ailing enter-
prises. But the government has
so far failed to produce a long-
promised industrial policy,
partly because of internal divi-
sions on what this should con-
sist of.

Russia is due to receive in
the autumn the second half of
the systemic transformation
facility, which sets weaker con-
ditions than the Fund's tradi-
tional standby agreements.
Russia has zimed to conclude a
standby agreement, releasing a
further $3bn, by October I.

EVERY DAY, ENOUGH COPPER FLOWS
INTO HONG KONG’S HARBOUR TO PLATE

BIG BEN.

WILLIAM LAU IS WORKING ROUND THE
CLOCK TO STOP [IT.

some might say.

This year, Waste Management
International plc has made an important
- . contribution to life in Hong Kong. Our
Enviropace Ltd. subsidiary has opened
Asia’s first comprehensive waste

treamment facility. And not before time,

enviroﬂmentally safe waste treatment for
thousands of local manufacturers.

With two advanced treatment
systems, incorporating nine individual
units, the Centre boasts some

impressive technology. But the human

gatekeeper, all staff - except for a

handful of temporary support personnel

- are Hong Kong recruits.

This is crucial to our philosophy.

We like to see our local installations run

by local people; peopie who take real

pride in doing something positive for

their own community.

With the help of William Lau and

Waste Management International, Hong

Currently, the vast majority

Harbour.

other discharges.

of Hong Kong's industrial waste
is dumped - via an overburdened

sewer system - into Victoria

Daily, this includes enough
copper to plate Big Ben. And
enough metal to build two
London double decker buses.

Now, with the start up of the
Hong Kong Chemical Waste
Treatment Centre, Enviropace is

helping to stop the clock on these and

Under a unique contract with the
Hong Kong Environmental Protection
Department, Enviropace designed, built

and now operates the facility; providing

Kong has taken a major step
towards improving its environment.

Now, in the Year of the Rooster,

Hong Kong really does have

something to crow about.

W A

aspects of the operation are perhaps
even more important. Designed and
built by an international team, it is now
operated on a purely local basis. From

technical manager William Lau to our

Today, we provide environmental
services for over 150,000 businesses
and for millions of households in
16 countries across the world.
Our operations encompass
collection, treatment, recycling
and incineration of most types of
waste materials, landfill disposal,

waste-to—energy facilities, waste

water treatment, contaminated site

remediation, and on-site waste reduction

and minimisation services.

For more information, call us on

44-81-563 7000.

THE WORLD'S LEADING ENYIRONMENTAL SERVICES ORGANISATION.

“ Waste Management International iplc _‘

STE MANAGEMENT INTERNATIONAL PLC I3 A MAJORITY-OWNED SUBSIDIARY OF WMX TECHNOLOGIES, INC.,
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NEWS: INTERNATIONAL

China moves to cool
economic expansmn

By Tony Walker in Beijing

CHINA is poised to clamp
down on its overheating econ-
omy amid reports that its cen-
tral bank governor has been
sacked for falling to impose
order on a chaotic financial

Wen Wei Po, a Beijing-affili-
ated newspaper in Hong Kong,
reported yesterday that Mr
Zhu Rongji. senior vice-pre-
mier, would haye his responsi-
bilities extended to include
supervision of the People’s
Bank. His main task would be
to enforce tougher credit curbs.

Officials in Beijing have
declined to confirm the sacking
of Mr Li Guixian, the central
bank govermor, but there
seems little doubt he is being
made a scapegoat for an explo-
sion of credit that has fuelled
unrestrained economic growth

China's ruling politburo is
reported to have convened
recently in emergency session
to formulate stronger steps to
deal with the economic crisis,
marked by spiralling ipflation
and deepening concern over
disorder in the financial sys-
tem.

Cost of living increases are
reportad to have reached 20 per
cent on an annualised basis in
the first five months of the
vear in the larger cities.

Among criticisms of Mr Li
gre that he failed to control
non-bank financial instito-
tions, such as trust comnpanies,
that have lent huge sums for
investment in property and
industrial development zones.
This has helped fuel a capital

Zhu: heavy responsibility
spending binge that is one of

the main causes of 's eco-
nomic overheating.

The State Planning Commis-
sion reported last week that
the economy would grow at
13-14 per cent in the first six
months. This far exceeds the
89 per cent growth targets for
the year, announced in March
at the Nationai People’s Con-
gress, or parliament.

Recent measures to cool the
economy, including credit
curbs, appear to have heen
ineffective. A panicky leader-
ship bas clearly decided that
more severe medicine is

required.

The reported decision to
invest Mr Zhu, 85, with greater
responsibility for disciplining
the economy js a sign of the
situation's seriousness. It is
also confirmation of Mr Zhu's
growing importance; although
he can hardly afford to fail in
this tough assignment.

Reports of an imminent

China: The troubled economy

GNPgrawh(amuﬂ%d‘u:ga)
) £ S —— -
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reshuffle of China’s economice
team coincides with a meeting
in Baijing of the standing com-
mittee of the country’s parlia-
ment, at which barsh criticism
has been voiced of the leader-
ship’s financial management.

Mr Cai Cheng, a prominent
member of the standing com-
mittee, was quoted by Xinhua,
the Chinese news agency, as
sayihg poor financial manage-
ment and weak controls on
banks were two of the main
reasons for the country’s pres-
ent financial lems.

Mr Cai singled out what ke
described as a failure to reform
China’s financial system as a
principal cause of the present
malaise. “The financial system
has not been reformed to suit
the market ecopomy,” he said.

Vice-premier Zhu Rongii,
who has been described as Chi-
na’s economic czar, is regarded
as a reformist but has been
advocating more decisive steps
to regain control of the econ-
omy.

However, divisions in the
leadership, the poor health of
premier Li Peng who is suffer-
ing from a heart condition, and
fears of the reform process
being derailed have delayed
decisions.

@ A senior Chinese official has
attempted to scotch the latest
round of speculation that Bei-
jing may soon scrap its special
foreign exchange certificates
{FEC) in a one-off bid to unify
exchange rates, Reuter adds
from Shanghai.

Mr Yang Xianlin, head of the
policy department at the State
Administration of Foreign
Exchange Control, said he had
“received no notification that
exchange into FEC will cease™,
an official newspaper reported
yesterday.

“The rumours that the FEC

will be abolished are without
foundation,” he was quoted as
saying.
Mr Yang’s statement reflects
sharpening concern over the
future of the FEC, which China
intreduced in the early 1980s as
a special currency for foreign-
ers parallel to its own ren-
minbi yuan.

Repeated rumours that the
FEC is ahout to go have swept
the country’s markets.

Japan rebels admit to higher earnmgs

By Robert Thomaon in Tokyo

THE rebels who brought down
Japap’s ruling Liberal Deme-
eratic party are either more
Lonest or better investors than
than their political pears. They
admitted yesterday to eamning
almost 50 per cent more than
the party average last year
when Jepanese MPs disclosed
their incomes for the first time.

The 44 proreform rebels,
who formed the Japan Renewal
Party, are apparently better
cushioned for the toagh Himits
on political donations that
would be part of their reform

package. ,
The JRP members admitted

to earning an average Y504m

($471,000) last year, well above

the g1l party average of Y30.9m
and the Y34.8m of thelr former
LDP colleagues. Japanese poli-
ticians receive an amnual
allowance of Y20.6m, and the
extra money comes from fhter-
est, dividends, corporate
retainers or asset sales.

But the fgures announced
yesterday do not include fimds
that publicity-shy politicians
have channelled through pri-
vate companies, relatives or
even their young children.

There are at least 81 Japa-
nese paliticians who have con-
fessed to being poor managers
of their funds - they claim ihat
the only income recefved last
year was the Y20.6m ip parlis-
mentary pay, and not a yen
more in dividends, interest

received or appearance fees.
The figures prompted JRP
members to explain that the
difference in their eamings
was a measure of their hot-
esty, but the Iarge gap was an
embarrassment. Japas Com-
munist party members ware al
the bottom of the pile, claiming
that their average income was
Y2l.4am, while the secialist
members were better

heeled at Y24.1m .
Members of most parties
were still nervous yesterday
that Japanese prosecuters
would strike again before a
general election on July 18,
and were also concerned that
the construction industry has
been frightened away from
political donations. The prose-

cutors arrested 2 wellhmm
regional mayor on Toesday for
allegedly taking bribes from
construction companies, .
Prosecutors said gxecutives
from four leading construction
companies admitted to giving
Y100m to the mayor, Mr Toru
Ishii, but demied that the
money was & bribe. Among the
officials in custody is a
vice-president from” Shimiznm,
the largest general contractor,
‘'whose president, Mr Hayusuke
Imamura, resigned yesterday
from a post at the Eeidanren,
the federation of economic

organigations.

Mr Imamura had been chair-

man of a committee on decen-
ralisation, and apparently ten-
dered his resignation as a

-mark-of shame’ at hﬁ: compa-
‘ny’s _unphmﬂun in the seandal
The Eeidanren, the country’s
most important business
organisation, . immediately.
accepted the resigratinm_

The constraction ministry
said . the . four : companies,
Hazama, Nishimatsu Construe.
tion, Mitsui and
Shimizu, will be forbidden
from hendermg for miinigtry-
cohttolled ‘contracty for
between two and four months,
while 20 local governments
have slso imposed hans on the
companies,

Progecutors say the four
companies provided funds to
Mayor Ishii in an attempt to
break into the public works

. market in northem Japen.

g

NOTHINGTODECLARE aSomallhoywithhandsuppassaaUSarmycheckpomthogadlshnym US soldiers have sealed -
off an area around the alrport searching for weapons. incidents involving Somali gunmen prompied the UN o intensify security

S Africa reconstruction levy sought

By Patti Waldmeir
in Johannesburg-

AN OFFICIAL of the Affican
National Congress yesterday
called for the imposition of a
heavy “reconstruction levy” on
individuals and corporations in
South Africa to finance the
building of a “new and more
equal” post-apartheid society.
Writing in the Johannesburg
Star newspaper, Mr Tito Mbow-
eni, deputy head of the ANC

economics department and one
of its chief economic policy-
makers, argued for a charge to
be levied along the lines of
Cermany’s post-war levy,
under which individuals and
corporations paid half of their
assets to the state to help
finance reconstruciion.

Such a levy is not official
ANC policy, but Mr Mboweni's
advocacy suggests that the
organisation is seriously con-
sidering adopting :t oificially.

Mr Mboweni made clear the
ievy would be compulsory: “Aill
South Africans who have the
ability to contribute findmciaily
to the process of reconstrue-
tion should do so by law.” He
added that normal budgetary
resources were insufficient to
finance post-apartheid develop”
ment expenditnre withount
creating wmsustainable budget
deficits.

Mr Mboweni sought to reas-
sure South Africans that

“there is no need for anybody
to be scared” at the idea of a
levy. However, his comments
could well give cause for Ton-
cern to the polential mvestors
now being courted in the US
by Mr Nelson Mandela, ANC
leader. He is touring the US to
raise election campaign funds
for the ANC, and to persuade
US investors to prepare invest-
ments to be implemented once
international sanctions are
lifted.

AuStr.alia_n |

ever, has given the gloom-rid
den Australian economy a
breather. The current account
deficit in May fell to A$1.5bn
{US31bn), seasonally adjusted,
from the vrevious month'

not startling, the jittery mar
ket reacted favourably to the
neartarget outcome. The Aus-
tralian dollar closed half a cent
higher against the US dollar;
during * the previons two

Vietnam likely

By George Graham
in Washington

THE CLINTON adminijstration
is expected to lift US opposi-
tion to Vietnam's reinstate-
ment jn the World Bank and
the International Monetary
Fund, allowing the country to
clear its arrears and resume

borrowing from the internma-

tional development institu-
tions.

A plan for France, the UK,
Germany and Japan to provide
bridging finance to allow Viet-
nam to clear its $140m
1£93.3m) arrears with the
IMF has been ready for some
time now, but Vietnam's back-
ers have heen reluctant
to move ahead without at

least an orange light from the
Us

Vietnam experis say the
country actually has enough
currepcy reserves to pay off
the arrears on its own, how-
ever the bridging finance
would avoid jegpardising Viet-
nam'’s economic ratios while
opening the door to financing
from the IMF, the World Ba.nk
and the Asian Development
Bank,

President Bill Clinton is
caught between US commercial
interests, which have watched
angrily as other countries
entered the promising Viet-
namese market ahead of
hem, and the emotionally pow-
erful lobby of families of US
soldiers listed as missing in

US reaffirms its

By Jose Galang in Manila

THE US will continue to
provide stability in South-east
Asia, Mr Clifton Wharton, US
deputy secretary of state, has
told regional leaders.

Mr Wharton, in Manila on
the last feg of a South-east
Asjan tour which has covered
Cambodia and the six member-
states of the Association of

South-east Asian Nations
(Asean) - Brunei, Indonesia,
Malaysia, Thailand, Singapore
and the Philippines ~ said yes-
terday he perceived there was,
prier to his visit. “considerable
concern” that the US was with-
drawing from the region. But
he stressed this was not the
case.

His message had been “weil
received” in each country he

]

to rejoin IMF

action during the Vietnam
war,

Mr Clinton’s own history as
someone who avoided service
in Vieinam makes his position
particularly uncomfortable,
even though congressional
support for a warmer
relationship with the country
]ilyas been growing rapid-

The administration bad
appeared to be on the point of
lifting its opposition to Viet-
nam’s reinstatement in the
IMF earlier this year when a
document emerged In Moscow
which appeared to suggest that
Vietnam had not released ali
the, US prisoners of war it held
in 1973

Some

officials have

suggested that the US should
maintain its own embargo on
trade with Vietnam. while
agreeing to [MF reinstatement,
in order- to dampen criticism
from the families of US service-
men.

Former President George
Bugh had outlined a “road
mzp” towards normal relations
with Vietnam which paired
progress on ihe missing in
action issue with step by step
relaxation of US commereial
sanctions.

But some US businesses fear
this relaxation may be so slow
that all the best opportunities
in Vietnam will already have
been taken up by Australian,
Japanese and French compa-
nies.

role in SE Asia

had visited, Mr Wharton said.
There had been “strong
appreciation” of his assurance
that Washington planned to
remain involved in the region,
particularly from the stand-
point of eoot:omie and security

engagemen

The US withdrew from its
military bases in the Philip-
pines in November last year
follpwing the non-renewal of a

treaty covering the installa-
tions. American forces still
maintain facilities in Japan
and South Korea

Analysts have expressed
fears that the US military’s
pullout could lead to an arms
race among the countries in
the region, or that a large eco-
nomic power, such as China,
could “fill the vacuum™ left by
the Americans.

Jakarta wins
aid Increase

By David Buchan in Paris

INDONESIA'S western donors
yesterday raised its aid for the
coming year to $5.1bn, from
$49bn, in recognition of Jak-
arta’s “excellent” econcmic
performance and continming
development needs.

But several members of the
18-nation consultative group,
chaired by the World Bank
since Indonegia’s row with the
Netherlands over human
rights, raised the issue of
“good governance”, which they
said was vital to sustain the
couniry’s development. Canada
and Belgium were among those
said to bave tzken this line.

Mr Gautam Kaji, the World
Bank's vice-president for East
Asia and the Pacific who
chaired the three-day meeting
in Parls, acknowledged some
donors brought up the issne of
human rights, but said they

ing this bilaterall

Dr Saleh Afiff, Indonesia's
economy minister, had
declined to comment on the
concerns in a multilateral
forum as, he said, they were
being discussed bilaterally.

In a skaterment, the donors'

group congratulated Jakarta
“on the continuity of its sound
macrgeconomic management
and the country's excellent
economic performance”. In
199293 this had resulted in the
non-0il sector expanding 7.5
per cent, with a 30 per cent
growth in exports.

At the same time the current
account deficit fell to 2.4 per
cent of gross domestic product
The $l.4bn improvement in
this balance reflected a growth
in non-oil exports and a decline
in imports. which was larger
than expected, the statement
said.

indonesia was again congrat-
ulated for reducing poverty
from 60 per cent of the popula-
tions in 187G to 15 per cent.

But Jakarta was warned it
faces growing competition, par-
ticularly from newly-liberalised
economijes among its Asian
neighbours, in and
diversifying exports and
afbtracting foreign mvestment.

The donors’ group took note
of the government’s recent de-
regulation in cutting tariffs
and nop-tariffs, and agreed
Indonesia needed to reduce for-
ther its bureaucratic obstacles
and procedures for investors.

India awaits a signal from the heavens

Stefan Wagstyl observes the vagaries of the monsoon and its immediate impact on the economy

“Bew [T

URING the early sum-

mer, the plains of
northern India become

50 hot that even a dust storm
comes as a welcome relief to
the villagers of Sherpur, a
hamlet in southern Rajasthan.
The powdery clouds that
cover everything in g grey-
brown grit obsemntre the sun
and, briefly, the temperature
drops. Occasionally, a few
drops of rain fall, a harbinger
of the monsoon which usually
comes at the end of the month.
These are the worst days of
the year for Sherpur. Not only
must the villagers endure the
heat and the dust, but they fret
about the monsoon. When will
it arrive this year? How big
will it be? Will it come at all?
Despite the government's
emergency food stockpiles, a
good monsoon is stili a matter
of life and death in remote vil.
lages. For tens of millions of
rural Indians, including the vil-
lagers of Sherpur good rains
represent the difference
a year of plenty, when

money can be set aside for a
wedding or for a bicyele, and a
year of subsistence living.

For the econemy as a whole,
good rains add 1 percentage
point to the growth rate; wide-
spread drought can remove at
least as much and more,

The residents of India's cities
are protecied from the
extremes of the weather, but
they too cannot escape the
effects of the monsoon. Even
Bombay, the couniry's most
modern metropolis, 1s subject
t0 the vagaries of the weather.

Last year, the rains came so
late that the city authorities
started rationing water to pre-
vent the reservoirs running
ary. Newspapers ran stories
counting down to the day the
water was expected to run out.
Then on August 12 ~ two
months late - it rained.

in 1931 there were floods.
Traffic was brought to a stand-
still in low-lying parts of the
city. The trains stopped run-
ning as water washed over the
ralls. Mr Sharad Kale, the

city’s commissioner, or chief
executive, says: “Bombay is
built on a string of seven
islands. We have filled in the

gaps but many areas lie at sea-
level or below sea-level. You
can imagine what happens.”

Each day of heavy HOooding
costs the city millions in lost
production, not to mention the
damage done to buildings and
property.

43 The Bombay Municipal Cor-
poration is preparing a Rs60bn
flood control plan which

_ involves rebuilding drains and

sewers, some of which date
baeck to Victorian tmes. “The
trouble is,” says Mr Kale, “peo-
ple want improvements but
don’t want to pay for them”.

This year’'s monsoor has
started weil, bringing good
rains to farmers in south India.
EKeeping to its traditional
courge, it moved in from the
Arabian sea into the south
western 1ip of Indin in the forst
few days of June.

From there, it has spread, as

normal across peninsula India
towards the east ceast. If the
usual patterns prevail, it
should make a U-horn over the
Bay of Bengal and spread
across northern India from the
east.

However, the usual patterns
do not always prevail. The dif-
ficulty of toreeasting the mon-
soon has exercised Indians for
centuries. Astrologers, priests,
and scientists have all tried
and failed {o find the perfect
way of predicting the monsoon.

The burden of forecasting

falls heaviest on Mr N Sen Roy,

the director general of the
country’s cal office.

meteorologh
‘Mr Roy sits In front of a com-

puter 'screen covered with
black and white patches super-
imposed on a map of India.
With it he tracks the monsoon.

“T can tell yon where it is
raining now.” says Mr Roy,
“but I cannot tell you for cer-
tain where ‘it will rain in
future.” For this year, Mr Roy
has forecast a “normal” mon-
soon, Mmeaning one which

For Mr Roy, the monsoon’s
scientific interest Lies in its
unpredictability. He tracks 16
variables, ranging from snow-
fall in the Himalayas to wind
patierns in the southern
Pacific,

He points to a large wooden
boardwherethenamesofh:s

Mrﬂoywamsagamstmd
ing too much into monsoon
forecasts. The monseon is not
a front, blown in from the sea,
like raing from the Atlantic are
in the UE

Such weather patierns tend
to sweep across whole regions
uniformly. The monsoan is cre-
ated by a complex mix of
changes in air temperatures
and winds, therefore it can
bring rain to one village and
none at all t¢ another only a
few miles away.

So the villagers of Sherpur
can do little to protect them-
selves apgainst the vagaries of
the weather. “Rich farmers can
cheose which ¢rops to sell and
which to stockpile™ says Mr
Roy, "Poor farmers have few
choices.”

Sanctions and
missiles fail to
shift Saddam

James Whittington on ordmary
Iragis and a resilient regime

HOUSANDS of Iraqis
wait outside the Rash-
eed shopping cenire I
Baghdad to collect their
monthly survival packs of gov-
ernment rations. They talk in
the lires of the recent US air

attacks on the country, the lat- -

est news from friends and fam-
ily who have moved abroad,
and the success so far of Irag's
football team in the qualifying
rounds of the World Cup.

Many of them like to con-
sider themselves part of Bagh-
dad’s well-to-do middle class.
But the 200-300 dinar monthly
salaries of many of them, the
equivalent of between $66 and
$100 before the Gulf war of
1991, now barely reach douhle
figures in doHar terms.

The US missile attack on
Baghdad at the weekend came
as a blow to these people who
had hoped that the election of
President Bill Clinton in the
US might lead to a less bellig-
erent relationship and some
easing of UN sanctions.

Instead, the ecopomic pressure

seems certain to continue with
US policy aimed at pushing
Iraqis to overthrow President.
Saddam Hussein.

The rationing system has
bacome a means of survival for
most of Iraq's 18m people. lis
food basket consists of wheat,
rice, sugar, oil and tea but it-
prov;des only &8 per cent of the
mm:mm daily energy requure-
ment. Many fzmilies are forced
to seek other. sources of
income,

Aid agencies .in" Baghdad

claim that mainutrition Is

becoming a real problem .

among the poor and vulnara-
bleespec:a]lymthemrthanﬂ

act of supply and demand with
its
goodwill of a few remaining
countries. The guccess of the

system so far is fundamental to

the regime’s stability.
Diplomats and 2id sgency
o say some
countries ape providing large
quantities of food on a credit
basis. Countries in South-East
Asia provide rice, Sudan

reserves and the

exports’ meat, and Malaysia

_supplies palm oil on credit.

Vietnam is repaying old
debts in food subsidies, and
Jordan has - a tacitly
UN-approved agreement
whereby it supplies goods In
exchange for oil. Less legiti-
mate barter deals are reported

.'uobeeamedoutw:thlranand

Turkey.

Where food is actually paid
for, the government has been
fomedwusesomeafmgo]d

hard currency. Hard currency
earned from private Iraqi
investment abroad is also
believed to be channeiled mz
government fonds in times
severe-food shortages. -

The ‘fact that the regime.
I T ey o g
UN and
vived is a cause fox frustration
to those who predicted sudden
econoinic cellapse when sanc-
tions were Iinn

What is murems%ould a total
Eems ualy, e Jrag) govern:
appear , the .
ment is i under UN
Resclutions 706 and 712 to sell
$1.6bn of oil to Anance emer-

. gency humanitarian reliel.

Attempts to control the free
market economy. such as the
ban last year on hxury goods
and the withdrawal of the
prized old 25 dinar bank note
in May, have -fiiled o curb
mﬂahonorshbﬂlsathedmar.
Buttheratimingsystemhas
heptalargenumberofh‘aq!s

rtismunwsauxethe
trae Jevel of popular suppo

toerSaddam.butMﬁEﬂtﬂhB_.

hardships he remains firmly In.
power. At lie:st one ‘western
ambassador in Baghdad argues
that the idea that the US air

- attackonthempitalluﬁmk
- slmﬂdserveasacatal!!t

lay a precarious balancing’ - i

possfbﬂlty of a political solu-
tiom to the problem all the
more difficult. While there con-
tinnes to be no settlement and
sanctions remain, it is the poor
and vilnerable who stffer.

Rt




B

ta

" such tests

ANCIAL TIMES THU

RSDAY JULY 1 j993
N —

31'300190 orge Graham

* IrWashington

PRESIDENT Bill Clinton is
expected to extend the US mor-

_atorium on nuelear testing,

bowing to intense opposition
Congress tg any further

The eer_n_sion would alsg
halt any Brifish tests at the US

. testing site in Nevada apd

please the Russian govern-
ment, which wants ne'gn?:er to
incor the cost of further tests
of its own ner to encourage
any nuclear ambitions among

- its  neighbours, especiall
! p ¥

Mr Ciinton said yesterda
that he had made a decasim{
but was sktil! working on

details. He wanld make a stite.

ment in the next few days,
_Congress last year passed a
nine-month moratorium on
nuclear testing that expires
today, but it allows up to 15
tests over the next three years.
_AIter an intense debate
within the administration. a
proposal was submitted to the
president 10 days ago for six
US and three British {ests over
the 199396 period.
Consultations with members
of Congress showed, however,
that there was no likelihood
that the House of Representa-
tives would accept a resump
tion of testing, and little sup-
port for further tests even in
the Senate.
Particularly damaging to the
case for remewed testing was

“unlikely, especially as

NEWS: THE AMERICAS

US likely to
extend N-test
moratorium

the Defence Department's
refusal to commit itself to fit.
ting ;;sr nuclear missiles with
any safety features developed
because of the tests. top

_Nuclear weapons laborato-
ries have argued that more
tests are needed to improve
nuclear weapons® safety and
reliability.

Mr Clinton is expected to
announce a 12-month exten-
;mnmtu the moratortum, leav-
ing the possibility of resuming
tests in 1995, before the 1996
target date which Congress
and the president have set for
negotiating a comprehensive
nuclear test ban treaty.

Unless other nuclear powers
conduct their own tests before
then. a resumption appears

Us
tests in 1995 could unqsrrcht
efforts to win snpport from
other nations for the renewal
of the Nuclear Non-prolifera-
tion Treaty. which is due to
expire that year.

The British government,
whick had hoped for more
tests to help it develop & new
warhead for the Trident mis-
sile, has little choice but to go
along with a US moratorium.

The country most embar-
rassed by an extension of the
test ban is likely to be France,
which started the moratorium
by amnouncing that it was sus-
pending its own controversial
tests at Mururea in the South
Pacific, but which is keen to
conduct more tests to help it
modernise its nuclear arsenal

Uranium process
goes independent

ByGaonge Graham

THE US today will spin off its

from the Department of Energy .

to an independent corporation,
which the administration
hopes to prepare for privatisa-
tion in two years: - -
The US Enrichment Corpora-
tion will rur two uranivm
plants — at Paducah, Kentucky,
and Portsmovth, Ohio - and

-will have annual sales of about

$1.5bn. )

Mrs Hazel O'Leary, energy
secretary, said the new compa-
ny's mandate would be to
regain for the US what used io

be a dominant share of the
world enrichment market, by

.changing from a bureaucracy

to a business. - ..

The US, which now charges
3040 per cent more than com-
petitors such as Europe's Euro-

. dif and Urenco consortia, has
-seen s world monopoly of

enrichment services slip to 46
per cent,

One of USEC's tasks will be
the reprocessing of weapons-
grade, highly enriched ura-
nium from the former Soviet
Union into low-enriched ura-
pium for use in commercial
power generation.

TV networks to
warn on violence

By Martin Dickson
In New York

THE four US television
networks, under congressional
pressure to shield children
from shows displaying vio-

the start of such programmes.

The agreement — unveiled by

" senmior officials of ABC, CBS,

NBC and Fox - comes amid
growing concern in Congress

- aboit the possible harmful

effects of television violence on

" viewers, particularly children.

Congress members had
warned the networksttgatthey
might seek legislation to

_ impose a raiing system on pro-

grammes, similar to that

_ applied te cinema films.

In an attempt to head off_
such a system, the networks
say thaf they will decide which
Drogrammes merit a parental
-warning, based on the degree

" .aud the context of violence

shown

" This independent initiative
:.will come into effect in the
autumn, the warning being

shown before the start of
shows and being available for
pu_blicat:ion in programme

However, the system does
not yet cover the cable televi-
sion networks, which account
for a large and growing slice of
Americans’ viewing, nor does
it extend to cartoons. ]

Mr Howard Stringer, presi-
dent of CBS, acknowledged
that the networks were likely
to lose some advertising busi-
ness from shows carrying vio-
lence warnings.
® Mr Reed Hundt, a Washing-
ton lawyer known mainly for
work in anti-trust litigation,
has been nominated by the
Clinton administration to head
the Federal Communications
Commission, the government
body which oversees telecom-
munications and media.

Mr Hundt, 45, would succeed
Mr Alfred Sikes, a Republican
who resigned in January when
Mr Clinton took cffice.

The new nominee is a close
associate of Vice-Prestdent Al
Gore, who is playing 2 leadi.ng
roie in communications pelicy.

Mexico acts on wrong arm of the law

Damian Fraser and Lucy Conger on anti-corruption drive in law enforcement agencies

pADED by the murder

in May of a Roman

B Catholic cardinal, the

Mexican government has

recently launched a high-

profile clampdown on corrup-

ton in the police force and the
atlorney-general’s office.

In two months, Mr Jorge
Carpizo, the respected attor-
ney-general, has arrested or
dismissed seores of high-rank-
Ing police officers, set up an
élite anti-drug police unit, and
thrown in jail leaders of the
notorious Sinaloa drug eartel.

This came after President
Carlos Salinas had vowed the
killers of Cardinal Juar Jesus
Posadas Ocampo would be
caught and punished.

The government’s moves
against corruption are at least
partly aimed at satisfying out-
raged domestic and interna-
tional opinion. The murder. of
the cardinal, by presiemed drug
traffickers, sparked a [ury
unmatched by any other act of
violence in Mexico's recent his-
tory, and threatened to damage
!‘.‘he president’s domestic stand-

ing.

In the US, Mexico's attempts
to project itself as a moderni-
sing, progressive country took
a battering. Stories of shoot-
outs in the country’s second
largest airport, and tunneis

dug for drug tralfickers
befween the US and Mexico,
dominated coverage of the
country, and fuelled concerns
over the North American Free
Trade Agreement.

But, while the anti-corrup-
tion measures kave helped the
government regain the initia-
tive after Cardinal Posadas
was murdered, their effective-
ness has been widely ques-
tioned. Corruption is so much
a part of Mexico's police force
- from everyday bribes by
motorists to protecHon money
from drug gangs ~ that until
now all reforms aimed at weed-
ing it out have failed.

The previous attorney-gen-
eral, Mr Ignacio Morales

uga, now ambassador in
Paris. was once hailed as a
moderniser, and he too

replaced corrupt officials with °

what was meant to be 2 new
breed of clean lawyers. Now
many of these officials, such as
Mr Rodrigo Esparza, former
chief of federal police in the
west coast state of Sinaloa,
have been fired after suspected
involvement with drugs.

The centrepiece of the latest
initiatives against drug traf-
ficking is the creation of the
National Institute to Combat
Drugs as an aatonomous
agency. Modelled on the US

=

Drug Enfercement Agency, the
institute will lead investiga-
tions of the drug trade, arms
trafficking and money launder-
ing, create an intelligence sys-
tem and run operations to

Police action in Mexico: previons clean-up attempts have failed

o

intercept drug traffickers and

shipments.
The Salinas Initiative
requires an overhaul of the fed-

eral anti-narcotics squad, noto-
ricus for corruption. The insti-

tute's charter calls Ior'splitting
the anii-narcotics police from
the attormey general’s federal
judicial police.

The administration has also
arrested 35 people in connec-
tion with the shooting of Cardi-
nal Posadas and six others. Mr
Joaquin Guzm:in Loera. appar-
ently the intended target of the
attack and head of the power-
ful Sinaloa drug cartel, was
seized in Guatemalza on June 9,
and brought to Mexico.

Later, the Mexico City peolice
chief was arrssted for his role
several years ago in freeing Mr
Guzmin Loera after the capi-
tal's police had captured him.
The attorney-general's office
{(PGR) also announced the dis-
missal of 57 federal judicial
policemen on suspicion of
drug-related corruption, while
at least three judges in Sonora
state are under investigation
for allowing the release of sus-
pected drug traffickers

Despite these dramatic steps,
many are sceptcal that they
will be sufficient to thwart
drug traffickers and their abil-
ity to corrupt those who stand
in their way.

Mr Robert Bonner, head of
the DEA in the US, warmly
applauds Mexico's tough mea-
sures, but says a thorough
clean-up would require “taking

on officials who aid and abet
drug trafficking”.

“The question is,” Mr Bon-
ner says, “how do you profes-
sionalise the PGR, how do you
develop a justice system thz_tt
does not let people pay their
way out, and others who are
arrested go free? ... You can-
not just remove the ldrugi
leaders. We know there are rel-
atives and others who will
replace them - you have to got
to remove totally the infra-
struchure of the organisation.”

Mr Bonner suggests some
institutional changes that
might cut the incentive to take
bribes. One reform would elim-
inate the practice of senior
police jobs being auctioned off
to the highest bidder. and
another an end to the custom
of a madring, a freclance agent
who works alongside police-
men, being paid a commission
of goods confiscated in police
operations.

Such reforms may be in the

- making, and would be popular

with most Mexicans, fed up
with bribing police and being
victimised by gangs who enjoy
police protection. But they
would also end a lucrative
source of income for govern-
ment and police officials,
whose basic salary is low and
expectations of wealth high.
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Russia calls for ‘trade not aid’ treatment fr‘;“;‘(f"fs ';’{brm

Leyla Boulton on Moscow’s need to be treated as ‘normal’ — but with help from its friends

RESIDENT Boris Yeltsin and
his government are demand-

Russia would get new western funds
while the other republics would get

resmchonsonsteelandtextﬂuand
in effect limits imports of enriched
uranium by requiring a licence for

gach deal. It is soon to decide

|protect
_fast-track

ing an end to trade “discrimi- new debt.
pation” against Russla as it strug-  “The fact that Russia is negotia- w to slap anti-dumping duties
gles to switch to & market economy  ting ageressively on trade shows onhemnus o D laminium jports, au 01‘1 |
and Mr Yeltsin intends to make the that it's becoming a normal coun- which Jast year ly drove down -
point when he meets leaders of the try,” said one western diplomat. p umShmppnoas and hu.rt -By _ =,
Group of Seven industrial countries “The controversy arises from the mrn m“mmmrs. ) " “m‘-vnum . e
at their Tokyo summit next week. fact that it expects better than aver- wesBu:et Jith much of the EC steel Washington . 8»—
e e o e induery arady o e oo | .08 Set bemormte
cial and trading community,” says  Some of the Russian complaints wmﬁﬂreys::“gm t mmﬂmnﬁ- yester- =
Mr Alexander Shokhin, the deputy about discrimipation are a negotia- changesm ol uadmevmmthin them 0 Gt off atEmm to e
prime minister responsible for Rus- ting tactic since even Russiacll:o offi- pean Co ion, who are Euro- amﬂng i trantm m;t:lt (Th
gia's forelgn economic relations.  clals acknowledge that they do not e O oo, a2y it s | b i complete the U ﬁﬂbl!f-

In th few weeks, Russia has want to exspose the country o for- vl ;
demange?iasrtapid admission to the eign trading competition all in one lr.lg:e mgore progress with mark]e; :llnund of international trage r
General Agreement on Tariffs and go— which is what speedy admission rms o obtain MmBﬂm egotiations by December 15, dﬂﬂ
Trade and refused to sign a partner-  to Gatt, for instance, would imply. that spirit, Sir Leon B I:t:rtalj’l' the De%utntr Fritz Hollings, a
ship agreement with the European But public posturing notwith- cﬂm&mnr?dra mﬁhﬁom avS o rzl'elgll {3 nﬂ; supporw;ofthe tex— P ]
Community on the grounds that it Russia’s demand for “trade sconomlc L, Says 2 review h;tlon “ét,c“h said he would Lf L
provides insufficient access for Rus- not aid" threatens vital western uge conhmrshl deal Wu] H ation a an aggressive i
sian goods and services to EC mar- intemstsiqawa:;mwhich earlier %ﬁ;agee could trams- g:om Mlleld&wm— _‘,--r‘:""v
e o oalar in three years. Snper 301 has loopholes which = .

Last week, Mr Viktor Chernomyr-

The conflict is particularly acute

Trade could certainly be usefnl as

the. administration avoid

din, the Russian prime minister, for the EC, Russia's close neighbour
calied off a vislt to the US in protest and biggest trading partmer, which an incentive for Russia to speed up imposmgsanehnnshﬂ_:lsq.s.
against sanctions imposed by Wash- needs to reconcile the desire to help domestic reforms. In a move which likgdbyps?-a_amgm
ington because of a $350m Russian Russia with pressure to protect EC should help strengthen Russian | who see its listing' of “unfair
contract to supply rocket engines to jobs and companies h'omcompetl manufactuvers’ case in the face of | traders” as US unilateralism,
India. tion from the east. accusations that they berefit from The US administration, hop-
According to Washington, the deal =~ Access to westetn markets hap- unfair energy subsidjes, the govern- | ing io avoidl & -batile, has
violates mternational agreements to pens to be one of the most effective ment plans to frée coal prices from asksdfora"clem fast-track,
limit the proliferation of missile forms of supl;pgt retl;e westl can gilv , today ba;:;lh edg;laeitfl:h:lyl;l:nd gas m :Egas;:es which would
technology which India itneeds Russian mar orms. It enables il prices by | i . ding pariners.
e pro Russia is also putting the finishing | Lobbyists yesterday were agk-

for a peaceful space programme.
Russgia says the US simply wanted
its companies to get the deal.
Closer to home, Russla is demand-
ing that western loans be given to

other newly-independent former granis from western governments. It 1
Soviet republics te pay for Russian  also makes western demands for fas- said one western diplomat. western as arguments indusirial goods, the few which aye between 1985 and 2000. This is In the hope of harmony at :
energy supplies. The beauty of this ter market reforms n Russia more However. conirolled domestic for maintaining rvestrictions on in demand face restricted access on despite fears at western Europe's | the snmmit, the admigistra- =

Arianespace that it could be wiped | tion yesterday delayed :

scheme, which the west does not

Russian enterprises to help them-
selves rather than demand subsidies
from the government. jt avoids the
risk of Russia's inefficient state
bureaueracy squandering direct

credible.

Yeltsin, left: something to tell the G7, and Chernomyrdin: protest at DS sanctions

adviser] is telling the Russians to
restructure or close down their fac-
tories. I say we should close oms,”

energy prices, the fact that many

desire of many to malke precious
hard currency by pricing their
exports cheaply, are all presented by

imports from Russia.

for the fact that Russia has a trade
surplus with the EC. But while there
is no demand for most Russian

the gronnds that Russia is not yet a

touches to a market-sharing compro-
mise with the US and the EC which
eould show the way in other sectors
and will give it the right to conduet
12 commercial sateilite launches

out by Russia's ability to conduct

:uv:;mwtmi; t':;ut of themgaythei;r oﬁkls;t: fe:go?et{u'g:ghsagsﬂagmegggog :%f:sgfn :Il:llat theu' clt::t‘;e .:rzly a:dpotg: neE&rgg r;; mm gm;}: The EC ope:rates guantitative launches at half ity cost m with Japen w -
- o . . - ° Dut the admoxl;:;t:;sné':; E
Finnair goes back |Taiwan disk plant Norway power warning g e e

ing senators net to “embar-

trade at the Tokyo summit
next week.

‘annovncing sanctions in its

American Free Trade Agree

[ ] -
On Boem Order for NE En land By Karen Fossli in Oslo but the NHO yesterday said monopolistic tendencies by | ment with Mexice and Canada
the government must also Norway's big electricity pro- | violates the National! Environ-
THE Confederation of allow free access to electricity ducers. mental Policy Act.

By Hugh Carnegy International Lease Pinance | By Chris Tighe will sell in the European mer- | Norwegian Business and imporis, In order to stop duai He said cosis for new trans- Menanwhile, the “quad” talks
in Stockholm Corporation that envisaged the ket. and eventually to North | Industry (NHO) yesterday pricing mission cables between Nor- | ~ the US, Japan, the EC and
replacement of Finnair's entire | ONE of Taiwan’s largest America It is {0 receive £825m | warned the government that a “What we are seeking to way and the rest of the conti- | Canada, meeting in Toronto -
FINNAIR, the loss-making 44sirong fleet with a new fleet | electronics companies, CMC in regional selective assistance, | dual-pricing system was avoid is profits being made nent were being subsidised by | are stuck over e US retreat
Finnish national airline, yes- based on the Boeing £76 and | Magnetics Corpeoration, Mr Tim Eggar, a UK energy | emerging for domestic and from expensive domestic con- high domssHc eleciricity | from the Bash administra-
terflay said it had decided not 737 families of aircraft by the | announced yesterday it is to minister, said duying a visit to | export electricity contracts, tracts, while cheap export con- prices. tion’s position an reduction of
end of the decade. set up a £26m ($39m) foppy Northumberland, threatening to undermine the tracts covering surplus NHQ is particularly sceptical | textile tariffs. Ms Jennifer

to proceed with plans to

disk production plant at Cram-

The project is the UK's fifth

competitiveness of Norwegian

power
are agreed,” said Mr Karl Glad,

of a recent supply contract

Hillman, chief textile negutia-

replace its 10 MeDonnel! Doug- Since then Finnair has

las and Afrbus wide-bodied air- reported losses after financial | lington, Northumberland, in manufacturing nward invest | industry. . an NHO executive. agreed by Statkraft, the domes- | tor, has accepted US industry

craft with Boeings because of items in the year to the end of | the north-east of England, ment from Taiwan. and the Norway 1is the most He warned in a letter to Mr Hc power company, and Ger- | ingistence that the - gquota
phase-out he tied to “snbstan-

the cost.
The airline announced in
April that it had signed a letter

March 1993 of FM415m
($72.8m), more than double the
loss the previous year, and

creating 550 jobs over three
years,
The plant, with an annual

third in Northumberland.
Production is to start in the
autumn and 100 jobs will be

advanced of any European

Finn Kristensen, indonstry and
energy minister, of electricity
price differentiation. price

many's PreussenElektra. The
25-year deal covers the equiva-
lent of twice the anpual eiec-

tial market access commit-
ments, especially from the

manipulatior, dumping and tricity consumption by Oslo. developing countries®. \

of intent with Boeing and warned of a hard year ahead. | output target of 120m disks, created in the first year. exports on a concession basis, -
.
[SEAL
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AER LINGUS HAS ALWAYS BEEN THE BEST CHOICE FOR BUSINESS TRAVELLERS FROM L ONDON .
b [ ® ®
| : o _ e TO IRELAND.  WE OFFER THE MOST FLIGHTS BY FAR AND EASILY THE BEST PUNCTUALITY. in ' -
AN EVEN BETTER SEAT IN ' II l ' N
ONE EASY MOVE. NOW OUR NEWLY ENHANCED EXECUTIVE GLASS SERVIGE PUTS ALL OUR BUSINESS FARES UP FRONT — Tl
When business takes you across the Atlantic, you®ll . ," e
find our Frequent Flight Bonus (FFB) Program is one & RN .
of the [astest ways 1o earn upgrades and free Hights.
Alfler your first journey as an FFB member, you'll
be given a centificate offering a one-class upgrade on .
any TWA Right taken within 6 months of issue. STARTING WITH OUR EXECUTIVE 3-DAY FARE - THE LOWEST BUSINESS FARE TO DUBLIN.
Our Ambassador {business) Class guarantees you
a champagne welcome, an aisle or window seat, and
gourmet menus to choose from, 2s well as plenty of room
to work or simply stretch out and relax.
What's more, you can also reserve our free heli- ” ¢
copter service to take you from JFK to Manhattan, ' .
_ From New York. TWA have easy connections to
over 100 US destinations and the further you travel, the
more “miles™ you earn. -
And if you choose TWA's new Comfort Class.” vou
will find no other airline offers more room in economy
or foolrests on every seat.”
TWA's FFB Program is one of the most generous
on offer. and unlike other airlines’ pians, our“miles™
never expire. . ‘
As it costs nothing to join, just fill in the coupon '
a_nd. send it off straight away, and if your first flight is s i
within 90 days, you'll receive an extra 3,000 “miles” :
as an introductory bonus. -
Itcould turn out to be one of the best moves you've m o
ever made. _ A more comfortable way to fly. ‘-
EXECUTIV . '
3 DAY FARE SUPERBUEGEI’ gEgH\{%F\RE
FARE - .
Please enral me free of chorge in the TWA Frequent Flight Boaus Program. _ Dedicated check-in counters - Priority boarding - Executive Clags menu and e
Tele: MO MO MO Othere— . (plessespeciy)  Istheaboveaddressyour: Home 3 orBusiness 0 (pleasetick) quality wines in Executive cabin - Complimentary newspapers - Priority disembarkation - PR
Firstname: HomeTal: BusinessTels - , . : o o "
Middle nitiac Do Priority baggage delivery - Treble TAB poinis offer ‘ L
Suraame: . - . . I
o AerlL Naturall -~
— — erLingus ¢ Naturally --
Plense send this application form to TWA UK Sales Office, . w e
Posteade: 200 Piceadilly, London W1V ODH. IRFT Ther tares named above 2nply tor el irom Lonaon Hoothrow 1o Dubim ony. Ta olther asmorls in Trelanc: Exacubve FUI Fana, Execulive EurcBucdget Fara o Exacutve SuparBudgat Fars 2ppies. -
From e ko e you may be sect minemaation abou prochucts and sarices from ol - Ut wt el iy interest you. I'pou donor wish toreceive this infoymation plesse lick bere 1 o e

“RUOIRESTS ARE, CURRERTLY BEING ATTED 70 ALL SEATS EXCERT BULKHEADS AND SELECTED OIHER LOCATIONS ON ALL TWA WDEBIDY MRCRAFT PROSECT QUE FOR COMPLENON JUNE 1593
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NEWS: UK

Org. ‘.— A gency ace .
Rl used of forging politician’s letter M Atto

rney General refutes Nadir claims l MPs sceptical

¢ Storm over Serious Fraud

ra cll n,mmsm:
" THE POLITICAL storm
)ri activities of Britain's Serio::e{?rgig
l]r. - Office (SFO), the agency overseeing
. _ﬁmncialcrimE.?ookanewtwist
: . y_esa_ez;iﬁy.asa:semor%ﬁﬁcianmad
fresh allegations over dling
investigation. ban of

came straight
Lyell, the st

in detail

. an
:: “‘-‘-‘mt ‘ige s;;ccusations
Car R o enar olas Commerce International.

ar f‘f'is.. - "pey-general, had

of Polly Peck International, wha fled
earlier this year from Britain where
he faces criminal charges,

among MPs wag intensi-
fied by the revelation that an SFO
offictal had last year forged a letter
purporting to come from Sir David
Steel, a senior Liberal Democrat MP,
il a separate case, related to the
collapse of the Bank of Credit and

Sir Nicholas sai@ he- had apolo-
gised for the forgery, which he
atmitted was “a very serious error
of judgment, a stupid thing to do”,

dealt with in

Sir David said that from October
1991 he had raised with thebthen
-general handling hy the

SFQ of the investigation of Coslrltrol
Securities, whose chairman and
chief executive, Mr Nazmu Virani,

attorney

he knew slightly.

anqd said that the matier had been

the

In March 1992, Mr Virani was
charged with an offence of conspir-
acy to defraud, and just before the
first cowrt hearing, at which the SFQ
oppesed bail, an SFO official showed
his solicitor a letter purporting to be

be attending the hearing.

from the MP, saying that he would

Separately, Sir Nicholas's insis-
tence that there was no basis for an
independent mgquiry into the charges
made by Mr Michael Mates -~ the
former minister who resigned over
his Links with Mr Nadir and subse-
quently accused the SFD of a eon-
spiracy apainst the businessman -
was broadly accepted at Westmin-
ster. But the opposition is still deter-
mined that the names of the other
MPs who made representations on
behalf of the fugitive businessman

should be disclosed.

Supporting his argument with the
publication of an edited version of
the correspondence between himself
and Mr Mates, Sir Nicholas went
-through the accusations in the for-
mer minister’s extraordinary resig-
pation statement in the House of

Commons on Tuesday.

On the most serious claim, that
the SFO had tried to put “impropar

" on the trial judge, he said
that the alieped conspiracy to bribe
the judge was being separately
investigated by the police under the

Office takes new twist

supervision of the divector of public
prosecutions. This had revealed no
“eredible evidence” implicating the
judge personally. he added.

Mr John Fraser, Labour’s legal
affairs 3pokesman, expressed some
scepticism at the claims Mr Maies
had made, but shared the unease
expressed by several MPs at the idea
that the SFO sought to generate pub-
licity for arrests, and gave the media
advance information about artange-
ments.

Editorial comunent, Page 17

on Le Pen

MR Jean-Marie Le Pen, leader

of France's National Froot, has

been Iorced to cancel a meet-

ing in Edinburgh next week for

14 right-wing Euro-MPs,

after hotels there refused to
. bost it. .

Mr Le Pen is instead to try to
hold the meeting in Dublm. it
is one of a controversial series
of meetings of the European

‘Right group in the Eurgpean
Pailiament, which are being
fimsnced by EC taxpayers.

Parliament officials in Brus-
sels said the Edinburgh Shera-
ton cancelied the Le Pen
group’s reservations, and that
parhamenﬂy staff had
refused to belp in ing an
alternative, ﬁndmg

. Edinbl_ngh's city councli had

its premises. '

Mr Le Pen was seeking reser-
vations at the Fitzpatrick Cas-
tle Hotel in Dublin, they said.

The European Right group

By Paul Abrghams

BRITAIN'S chemical industry
Spent more than £ibn on tha
environment last year, repre-
senting about 3 per cent of the
industry’s £29.9bn turnover,
according to the indusitry’s
trade body.

The Chemical Industries
Association (CIA) szid the UK
chemical sector was the first
British sector to publish its
spending and environmental
emissions. It was a_]so the

chemical

to publish such statistics. Mr
John Cox, director genmeral,
said the statistics would form a
model for other industries.

The CIA reported that
-between 1990 and 1992. envi-
ronmental spending increased
from £830m to £1.032bn. Capital
expenditure on the enviren-
ment rose from £184m to

e issued a statsment yesterday | £306m. As a proportion of total

IRERT protesting that the hoteliers of
S Edinburgh were forced by

evil message” <

Chemical sector
spends £1bn
on environment

attention - disposed of outside
chemical sites fell 9 per cent
from 253,900 tonnes in 1990 to
231800 tonnes last year.
These emissions, however,

because companies had been
closing down sites and dispos-
ing of waste such as asbestos.

The industry's energy con-
sumption fell 19 per cent
between 1967 and 1930,
although output rose 112 per
cent. Epergy consumption per
urdt of output fell 61.6 per cent.

Environmental indices cre-
ated for the 114 sites between
1990 and 1992, shoed 84 had
improved their performance,
while 30 had deteriorated.

Mr Jim Whiston, head of
health, safety and environment
at Imperial Chemical Indus-
tries, said this showed the indi-

- ce5 were credible measures.

Friends of the Earth, the envi-
ronmenial pressure group,
called for the industry to pub-
lish a complete record of all

“The -indusiry is generally
improving, but it has a long
way to go," said Mr Whiston.

The figures were collated
from about 256 locations, repre-
senting about 75 per cent of the
CIA members’ sites, 83 per cent
of the capital investment and
&2 per cent of the entire indus-
try’s capita! base.

‘And finally... News at Ten remains on time

“ Travor MacDorald, plctured shove, 19 the = |
bulialin’s latest anchibrman, following a recent
_News at Ten, news flegehip of Reitir’s -,
. oamercial T stations, is'oner of Biitela's - .
lorieg-anda pogiular ijfe, Whitroduces. | -
Sl fralotin wiih e chiving of Big Ben, o

NEWS AT TEN, ITV's flagship
television news programme, is
to keep its traditional slot for
the foreseeable future after a
wave of political protest at sug-
gestions that it might move to
an earlier lime, writes Ray-
mond Snoddy.

The ITV companies wha
were suggesting the pro-
gramme should be moved, pos-
sibly as early as 6.30pm, yester-
day backed down in the face of
firm opposition from the Inde-
pendent Televislon Commis-
sion (ITC) and growing parlia-
mentary pressure which

Sir Geo

ing them

sion.
Eight of

included a letter from Mr John
Major, prime minister express-
ing concern.

chairman,
the chairman of all 15
regional ITV companies warn-

being in breach of their broad-
casting licences if they moved
the main evening news pro-
gramme without ITC permls-

proposed ruvnning the main
evening news at 10pm in their
bids for new franchises and the

€ An audienca of more than 8m usually
outstrips its BBG rival, shown at 9pm, and
puts it in the country’s top 30 programmes.

&} The 10pm siot was chosen more than 25
years ago to coincide with votes in the
House of Commons

9 Some [TV companies want to mave it to an
earfier slot 50 thay can show big budget
Hollywood fims at peak viewing time

€] s newscasters ana joumalists of influence.
Sir Alastair Bumet, who retired last yeer as
the main anchormen was a former editoc of
The Economist and Daily Express

"} € Michaal Green, chairman of Cariton

Communisations last year look cver ITN,
formearty owned by 15 regional [TV
companias. Six [TV companies ana stil
shareholders but they aleo brought in

obligations of

rge Russell, ITC ing licences.

y wrote to

that they risked

well.

A number of large ITV com-
panies want to see a relaxation
of the rules to allow the nine
largest companies to take each
other over. Such a move, if the prepared.

the companies had

ITC legal advice is that these
commitments represent core
their broadecast- resolution in both houses of

Earlier, Mr Peter Brooke,
National Heritage secretary
had suggested that generally
hostile parliamentary opinion
on the News At Ten issve
might also have flowed over
to ITV ownership issues as

& Tha last Labour govemment led by James
Callaghan fell during fve News At Ten
coverage from pariiament

Q Under govermment legisiation, at least 51
per cant of T has o be heid in non-Mv
hands by the end of next year.

Q) Mew chief exacutive David Gordon Is
detarmined to maka TN more intemational

and one day compets with CNN and BBEC

World Servica Telovision

x| & Recent ITN scoops have included
Interviews with Asil Nagir and Lond
McAlpina former tréasurer of

the ruling Conservative party on secret
overseas donors

2] € And Fnally ... TN usually ends on a fight
. tam to send viewers more chexfully 1o
their beds

government decides to go
ahead, would have required a

parliament.

Although the ITV companies
could challenge the ITC inter-
pretation of its powers in the
courts this is unlikely.

ITV executives conceded last
night that the idea of moving
ITN to the early evening which
came out of a strategy confer-
ence last month had been an
“pwn-goal” aud that a

of the move had nmever been

fdetailed business assessment

MPs urge
government
to offer UN

more troops

By David White,
Defence

BRITAIN'S influence in the
world will suffer unless it pro-
vides mote forces to match the
Increase in UN peacekeeping
operations, a committee of
MPs said yesterday.

The cross-party Commons
defence comimittee, which has
attacked government plans for
cuiting army manpower, sgid
it would expect the Ministry of
Defence to show it had suffi-
cient forces to meei peacekeep-
ing commitmenis.

It said the UE had been
unable {0 make a valuable
coniribution in Somalia by
sending ground troops, a deci-
sion appareutly dictated by
the availability of forces and
fonds.

“If the increase in UN peace-
keeping operations is not

voice in international affairs
will lose aunthority, and the
operations themselves will be
less likely to succeed.”

Its report criticised delays in
equipment prejects which
hampered British forces'
capacity to iniervene effec-
tively. Despite the recent order
of a helicopter carrier, to he
bailt jointly by VSEL and
Evaerner Govan, Britain's
amphibions intervention capa-
bility wounld be “threadbare”
for the next five years, it said.

The commitiee also ealled
for an immediate decision on
plans for new troop-carrying
helicopters, attacking the min-
istry for “apparent prevarica-
tion” and “inaction™.

However, it recogaised that
the UK conid not join every
peacekeeping operation, rec-
ommended it should partici-
paie only where its particular
skills were needed, and
warned that British forces
could not continne indefinitely
supporting huomapitarian aid
in Bosnia while coming under
direct attack.

Once UN forces lost the con-
sent of local militias, “either
the mandate will have to be
changed or forces withdrawn,”
it said.

INSEAD

Executive Education

peivesh &
€
<o

business environment and, cruclally,
the scven weeks allowed me the

Steve Grao, General Manager
Thota Lijheing, Hong Kong
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"The IEP sauisfied my oeo prime INSEAD's International
objectives for attending pamely s Executive Programme (IEP)
on the latest chinkng oo . all 2 devel t .
. the varous busivess disciplines and is above all a developmen

programme. lts purpose is to
prepare- executives at the top of

on ay Mbﬁﬂm i :?“’):’a their functional domain for
. upportunities and how I could best positions of increased
approach the ﬂ”ﬂm ; responsibility. It achieves this
. ﬂm&ﬁm" ‘ by first reviewing the basics to

ensure sound knowledge of
finance, marketing, operatons
and byman behaviour.

FINANCIAL TIMES

LONDON - PALLS - FRANEFURT - NEW TOAR - TOKYD

Improve your | managerial potential
in just 7 weeks FREE ...

. thanks to the Financial Times Scholarships to

INSEAD's International Executive Programme
' 31 October - 17 December 1993

analysis, focusing particularly on
business strategy and financial
analysis and control. It
investigates the decision-making
process and highlights the
interaction of policy prioritics.

The programme p.ro‘vides
"context" by considering the
relationstiips between business
and the socio-political and
economic environments.

SIEMENS

Everyone's talking about
mobile phones.

Mobile phones give you a new

sense of freedom —a freedom which

is only worth its cost if you can

depend on your terminal equip-

ment. Siemens mobile telephones,

made by European experts in the

mobile telephone field, set new

standards - 12 network aperators
in 11 of the 18 European countries
with mobile telophones have now
decided in favor of Siemens digital
GSM network technology. Our
designs forthe shape and function
of mobile telephonas and our
development in network technol-
ogy have besn adopted worldwide.

Today, this Jead in know-how is
reflected in every Siemens termi-
nal. It expresses itself in the range
of functions and in convenience,
reliability and service. There is a
good reason why we have devel-
oped and manufactured vital

Siemans P1

Siemens $1

We helped to invent them.
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EUROPE

The FT proposes to publish this
important survey on
July 27 1993.

It will be seen by leading international
businessmen in 160 countries worldwide.
If you would like to promote your
orga.msatmn s involvement to this
important audience, pleass contact the
following for advertisement information :

Patricia Surridge-London Tel: (071) 873
34'?

Kerry O'Donoghue-Frankfurt Tel: (69)
156 850

Kristin Spirkova-Prague Post,Prague
Tel: (422) 235 94 55
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(3592} 88 05 56
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Motorists face .police checkpoints as part of anti-terrorist scheme

City to get security cordon

By Gillian Tett
and Richard Tomkins

AN ANTI-terrorist security
cordon is to be enforced
around the City, London’s
financial quarter, in a bid to
frustrate bomb threats in the
-pltal, the Corporation of Lon-

'l‘he government has
approved a_series of tough
measures, which include ring-

ing the City with 24 honur
police checkpoints, following
mounting concern at recent
bomb blasts, according to Mr
Michael Cassidy. chairman of
the policy commitiee at the
Corporation, the City's local
authority.

The checkpoints, which
will have the power to
monitor and stop any suspi-
clous vehicles, will be put into

operation within days.

Mr Owen Eelly, the commis-
sioper of the City of London
Police yesterday met with Mr
Cassidy to finalise details of
the security plan, which will
place checkpoinis on the six
main entrances into the Square
Mile, blocking off all other
entry roads.

Against 2 background of

mounting coacern that the
measures might bg mtge aﬁn
propaganda coup for
the Corporation of London was
at pains to down play the
move, pointing out that the
survelllance of vehicles was
already in the City,
following the Bishopsgate
bombing two months ago.
“This is oot a “ring of steel”
around the City as some of the
papers have ealled it,” Mr Cas-
sidy said. But he admitted that

the checkpomts represented
the first stage in a broader set
of security measures pow
being discussed with the police
and government departments.

These proposals, which
include resiricting non-essen-
tial vehicle access to the centre
of the City, and inecreased
police and video camera sur-
veillance, are Hkely to be
annoumesd today.

City businesses and banks
yesterday gave the proposals a
cautious welcome, aithough
they stressed that until the
fuller set of proposals were put
into-force it was u:npussihle o
predict the measures’ likely
fmpact on the City's reputation
asa institution.

“As lopg as emergency

wicl was mairiained
and the City was able to func-
tion as a financial institntion,

we would welcome the tighten-
ing of security,” the Stock
Exchange szid.

Nevertheless, the proposals
have bean greeted with con-
cern by some government offi-
cials, partinlarly in the
Department of Transport, amid

a inferyweted as a limited suc-
cess for the IRA, which has
claimed responsibility for
‘recent blasts, and create traffic

congestion.

The - City of London police
yesterday refused to reveal
when farther security mea-
sures were likely to be imple-
mented, although they
acknowlsdged that they were
currently . seeking approval
from the Secretary of State for
Transport for their own sepa-
rate scheme for extra traffic
surveillance in the area.

Arms probe
told of MI6

hunt for gun
components

By David Owen

MI6, the intelligence service,

was involved in Eumpe-mde
efforts to hnnt down compo-
nents for an Iraqi supergun
hegioning in 1989, the Scott
inquiry into arms exporis
heard yesterday.

Mr David James, chairman
of Eagle Trust — whose subsid-
iary Waiter Somers made

theweeksleaﬂlngunto_the

1890 that British companies
were SupeTEun
com and engaped in a
cover-up. Such claims would
not be consistent with the
“manonr pattern™ or

north of England plant the

MIe explamed that the
details he had giver were
incompatible with the dimen-
sions of the parts for the
“monster” gun they were
looking for with other Eumro-
pean intelligence agencies, buot
that the {ubes might he part of
a prototype for this larger
mﬂdal Mr James said,

6 said the larger gun
be capable of firing a

Inquiry contibues next

Eeuleynoyalnegatta.abasﬁonofamatem'swrtandpart
n, started yesterdny. A Harvard University efght from the
Tbamesﬂnpandthe&etmannahonalﬂansammnundm is

British Rail and subsidiary
give rival versions of accounts

By Richard Tomkins,
Transport

AN EMBARRASSING rift
opened yesterday belween Brit-
ish Rail and its InterCity sub-
sidiary as the two published
widely differing versions of
how much profit interCity had
made last year.
British Rail announced that
IntarCitys operating profits
stumped from £90.6m the
preﬂous year to £65.1m
because of the recession. But
InterCity amnounced that a
combination of cost-cutting
and innovative marketing had
enzabled it to push operating
profits up from £2m to £10.9m.

The discrepancy arose as
British Rail published its
annus] results for the year to
March using new accounting
standards that boosted the
group’s profit and losg account
by more then £100m.

Under the old accounting
system, the recession-stricken
railway would have reported
pre-tax losses going up from
£1447m the previoms year to
£250m-£300m ~ the group’s
worst financial performance
sinee 1585.

Under the new system,
intended to bring BR's results
more into line with normal

«commercial practice, group

pre-tax losses appear as

£163.9m compared to a restated
loss of £24.6m the previous

Vear.

BR used the new accounting
gystem to calculate InterCity’s
operating profit. But InterCity
separately announced Iits

and the government of using
“accountant’s sleight of hand”
io make the results look better
in the nm-up to the railways’

Observer, Page i7
Lex, Page 18

Nissan UK director jailed for 8 years

By John Mason,
Law Courts Corraspondent

MR MICHAEL Hunt, the
ing director of Nissan

terday jailed for eight years at
Southwark Crown Court for

] his part in Britain's largest

£55m in corporation tax by
helping to artificially inflate
freight charges for Nissan cars

imported to the UK from
Japan. When interest is added,
the total loss to the pubiie
purse from the fraud is esti-
mated to be over £87m.

His codefendant, Mr Frank
Shannon, a former finance
divector with the Worthing.-
based company, was sentenced
to three years imprisonment
after admitting, bafore the trial
began, to one offence of cheat.
ing the revenue.

Sentencing Mr Hunt, the
trial judge, Mr Justice Gate-
bouse, said the offence was “in
a category of its own. You real-

ise that this is an offence
which is so serious that only a
custodial sentence i5 appropri-
ate. An immedjate custodial
sentence which is bound to be
a long one”. -
Sentencing Mr Shannon, the
judge said his offence - help-
ing to defraud the revenue of
£17m over a one year period
between November 1985 and
October 1986, was a less seri-
ous crime. He also gave him
credit for his guflty plea and
his co-operation with the
Inland Revenue, .
During the two month trial

the prosecution said the fraud
was by far the largest ever per
petrated on the Imland Reve-
nue. The “prime mover”
behind the fraud, it alleged,
was Mr Octav Botnar, the com-
pany’s chairman who remains
n Switzerland.

The Inland Revenue will now
start civil procesdings to
recover some of the £87m from
Mr Huni. Mr Shanpon has
already reached a setilement
with the revenue, having
agreed to fepay 210m. Both

Bntam in bnef

Pohce | attack
radical plan
for force

by the Police Pederation yes-

terday that it risked “openm -
conflict” with the police ser-

related to individual perfor-
mance and the demands of
particular jobs.

‘The Polme Federation,
which represemts all officers
up to the rank of chief inspec-
tor, said the recommendations

wouldtnrnpolioeworknuma'

vocation into a “Job like any
other job”. Thai would have
serious tmplications for the

opm
Mr mchnel Howard, home
secretary, will decide what
action o {ake in September.

Coal output
rises by 23%
Productivity at British Coal
has risen 23 per cent over the
last year. Output is now 35
tonnes a man-shift. Mr Neil
Clarke, cbhairman,
improved efficiency was the

best way of ensuring a firture
-for threatemed pits.

Sick leave

levels cut

The number of days conncil
workers in on take off

tchdog.

A highly critical sindy by
the published in
1990, fonnd that sickmess
absence averaged over two-
and-g-half thoes the national

The follow-up report foumd
that time off has been cut from
an annual average of 16.7 days
per employee im 1990, to 11.5
days in 1991-92. _

Public spending-
proposals

Higher spending on education
and reductions jn key areas of
Were

spending over the next three

years, bringing the total in-

199697 to £10bn less than the

needy people. The ideas are
part of a CBI plan to reduce
the gap befween government
spending and i

"_'aami

Insurer cuts

. export costs .

previously profitable school.
Financial _.health- partly
depends on repulaﬂan. which

education. -
Documents [eaked tu the
Financial Times show a deficit
of £826,700 at the end of March
- £706,700 worse than a then-
budgeted swrplus of £380,000.

Aerial spraying -
policy defended

Mr Chris Harris, head of the

spraying when the govern-
ment's contingency plans
came gnder scrutiny.at the

yesterday.

implications

spill off Shetland and has

examined the government's

sirategy which relies on aerial

spraying when oil pollution
the coast.

Many teachers

‘unsuitable’

One in 10 newly-quahﬁed

teachers is "unsuited o

ing*, according to the Oﬁﬁe

for Standards in Education. -

In its first report on.

the standards of new ieachers -
since taking over from Her
Majesty’s Inspectorate earlier’
this year, Ofsted said the find-’
ing “raises the crucial question
of bow these students wers
selected for training, allowed.
to complete their course suc-
cessmlly and gain appomt

. The * National Umon of-
- Teachers attributed the high
of unsuitable candi-
olning the profession to
the high level of mmplor-.
ment. “The difficuity in getting
a job now gog pethrsen;l‘i:.
many people in
ﬁassim. even. :E ther are not

BadenNBaden

BADER- UND KURVERWALTUNG
ANSTALT DES OFFENTLICHEN RECHTS

Water means vitality. A very special kind of water made
Baden-Baden famous - its hot springs. Their therapeutic

- qualities were known already to the Romans who built

splendid therma! baths 2000 years ago laying the foundation
for Baden-Baden.

The treasures of Baden-Baden: Lichtentaler Allee - a cameo
of literary history; the spa park - a lush botanical garden with
a wealth of exotic plards; the Kurhaus - the centre of social
life which houses the magnificent rooms of the most
beautiful casina in the world; the theatre and the pump roam
- both within easy walking distance.

Friedrichsbad, a good reason fo visit Baden-Baden again
and again, a bathing palace of imetess beatily, errected in
Renalssance style over 100 years ago. No lesser an
attraction the new Caracafla Therme, one of the largest and
most beautiful spas in Europe, a sparkling bath and therapy
centre, situated directly in front of the gate of the traditional

" Old Police Headquarters. And nestied against the Florentine

Hill, the Okd Steam Bath.

Baden-Baden owes its splendour fo famous names, antists
and industriafists. In continuation of this tradition Baden-
Baden invites private investors fo participate in shaping the.
future of the spa faciliiies.

Offers are invited for (individual or comprehensive):

"3 Friedrichsbad {lease)
2 Caracalla Therme (lease)
Pump room (lease)
Oid Steam Bath with adjoining piot (sale or lease)

i
-2 ONd Police Headquarters with adjoining plot {sale)

Baden-Baden past and present: young and dynamic, in a.

- most noble setting. A very special spa, hofiday ressort and

conference cantre - at any time of the year.

~ For further detahs pleaéa_ a;:;pw In v;ﬂllng fos -
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MANAGEMENT: MARKETING AND ADVERTISING

arketing mang

: loo!gi.ng for g 5?5:
audience need look no
further than schoop]

c.lassruoms In Eogland
L around 35,000 schools teach : m chit

- ‘This fact has 7ot gone unno;
. Glossy curriculum materiaig s:::ie&
‘schools in recent months inejgde a

history of the tea trage, broduced

" by & consortium of tea compan;
fact-packonthewarinthem:
~ produced by the Royal Navy. and-

“Chance and Change”, a guige to

" - mathematies and how it can be

apphed to ‘personat

pued by Pearl Assurance,

“Although companies have heen
alds on a limited

 Pre-

prgvi
.scale for vears, schools have not

traditionally been regarded as a fer.

tile ground for promotional activi.

ties. But the introduction of tha

. hational Cl.!n’icull.m_over the last

rﬂtym Is beginning to change

~Martin Skelton, of the Ipswich-

- based educational spansorship com.

pany Fieldwork, gives two ressons

[for this.

 First, the curriculum hag
seribed what children across :51&(;
country should study in much more
iitetaﬂ _thanfoever before. This makes
easier for companies to pre
:dnat:na.l nwhfxi':h they can bg cg:il??
ent wi in with y
scheme of worls, children’s
Second, according to Skelton, the
degree of prescription has made
teachers keener to embrara any-

“thing which varies the standard

educational diet.

Done well, educational sponsor-
ship works excellently for all con-
cerned. Hard-pressed schools are
prqwded with useful material
w_hn:h helps children, while compa-
nies demonstrate their caring cre-
dentials

BP Qil UK, which spends around
£500,000 annually on educational
material, says: “The reason it's
done is a mixture of concern for
BP's overall reputation as a respon-
sible corporate citizen, and a gepu-
ine concern for relevant educational
development.”

The material can also educate
tomorrow’s customers in ways
which might help the companies'
products in future (explaining
maths, for example, just might
make complicated investment prod-
ucts easier to sell) and establish &
brand name at the same time.

Some companies use.it as an aid
to recruitment. For example, J
Sainsbury, the retailer, produces a
series of worksheets about the
“days in the life™ of different work-
ers in retailing. o

The company’s policy Is: “We are
a major employer, so it's very
important for us to have people
coming out of the schools system

with the sort of skills, abilities and

play.

John Authers looks at the motives

of big companies which Sponsor

educational course material

Get

interest in business that we need.”

Teachers are alive to the possibili-
ties of corporate help. The Depart-
ment for Education's figures on
school-business links show that &2
per cent of schools accept help from
buginesses in cwriculum develop-
ment. ’

Respomses to a questionnaire sent
by Pearl Assurance to all schools
which requested its mathematics

found -that 77 per cent of
schools had found some material
from companies very or quite use-
ful. Most of the respondenis said
that companies did have a role to

T aeLa

‘em

Some 82 per cent of achools accept help from businesses in curriculurm development

However, Skelton makes it clear
that the work bas to be done well
“Our main premise is that any
materizl has to be credible with
teachars. Otherwise they will proba-
bly throw it in the bin,” he says.

This fate is likely to befall teack-
ing aids which include a sprinkling
of corporate brand-names. Compa-
nies cannot afford to be blatant
Rather, the aim should be simply to
be seen to have sponsored the work,
according to Skelton

Jackie Miller, deputy general sec-
retarvy of the Professional Associa-
tion of Teachers, believes that com-
panies are sziling close to the wind

“There have always been one or
two very poor primary schools
which have been terribly grateful
for anything they can get. I am not
sure they have perceived until now

" the extent to which it's a barbed

hook. Some of the larget schools see
precisely what the companies are
offering and dislike it.”

Any material which arouses that
kind of emotion will be counter-pro-
ductive. The National Consumer
Council's guldelines now suggest
that ail material should be tested in
schogls before it is distributed, and
this is 25 good an idea for the spon-
sors as for the educators.

Product placement has to be han-
dled sensitively if the material is to
be used by teachers. Andrew Miller,
research and development director
of the University of Warwick's
School Curriculum Industry Part-
nership, points to at least one bia-
tant example which overstepped the
mark - Weetabix.

Two years ago, Weetahix devel-
oped a series of school books,
including a history book, in con-
junction with the Oxford University

The sponsorship was rammed
home to children in the Hlustra-
tions, which depicted all the histori-
cal figures it covered as bars of
Weetabix, dressed in the appropri-
ate costumes. According to Miller:
“When something strongly branded
like Weetabix is used in a sublimi-
nal way that's not good practice.”

A subtler example comes from
Pearl’s series of worksheets. They
include the gquestion: “Find out
what companles like Pearl do with
the money that people pay in so
that they can pay out s0 much more
than was invested in the first
place?” This is scarcely harmful,
but mathematics teachers might be
unimpressed.

Qil companies are prolific produc-
ers of cwrriculum material, with
both Esso and BP providing formi-
dable batteries of support-aids, par-
teularly for science and technoiogy.

Both, however, take the opportu-
nity to counter bad publicity about
pollution. For example, Esso pub-
lishes a pack detailing the clean-up
of Alaska following the Exxon Val-
dez spillage, which some might
think dwells disproportionately on
how the area has now recovered
This kind of material is valuable,
but may fall prey to teachers who
disagree with it

Marketing experts say there is lit-
tle point in designing material
“in-house™. Their advice is that
texibooks and worksheets are best
compiled by people with educa-
tional experience, and tested in
classrooms before distribution.
Material which passes the stringent
tests of both teachers and pupils
then has every chance of forming
part of an effective marketing strat-
egy.

Liberté, fraternité
and soon, equity

Alice Rawsthorn on the

ge stirring muosic, soffly
focused images of muscolar
constrzction workers and a

"sonorous volceover adjuring the

French to “show confidence in our
great country" and to rise to the
“chalienge of proving that France
can wake up again”.

The casual viewer could be for-

given for thinking that this was a
party political broadcast left over
from this spring’s parliamentary
elections. an early bid by one of
the candidates for the 1995 presi-
dential poill, or even a Foreign
Legion recruitment film.

It is a television commercial for
the Balladuor bond, the new French
government's special bond issme,
with whick Edonaxd Balladar, the
conservative prime mipister,
hopes to raise FFr40bn (£4.8bn) to
fond his eeonomic regeneration
schemes.

The main aim of the commer-
cial, the Iynchpin of a FFr25m
“Invest In Our Future™ advertis-
ing campaign, is to sell the bonds.
But it also has the objective of

the French to transfer
some of the cash now in savings
accounts and money market funds
first into bonds and then into
shares once Balladur’s FFr280bn-
FFr360bn privatisation pro-
gramme siarts in September.

“This is pragmatic advertising,™
says Nicalas Monnier, chairman of
Alice, the ageney behind the cam-
paign. “We want as msany people
as possible to buy Balladur bonds,
but we also want to encourage
them to start thinking about par-
tHicipating in the privatisation
issues.”

The nnalloyed patriotism of the
Balladur bord advertising con-
trasts with the frivolous tone of
the corrent UE promotion of the
third roond of BT°s privatisation.
Featuring the comedian Mel
Smith, the TV and poster cam-
paign is part of a long British tra-
dition of humorous advertising.

The private investor is an
i target for the BT sale,
but at least the UK government
knows that the issue will interest
the conntry's large pension funds.

The Balladur government has
po such luxury. There are no pen-
sion fonds in France becanse of
the state’s stranglehold on the
pension system. There are also
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selling of the Balladur bond

INVESTISSONS
| DANS
NOTRE AVENIR.

fewer individaal investors than in
the UK. The sbhareholding popula-
tion doubled to more than 5.5m in
the last privatisation drive from
1986 to 1987, but has since shrunk
to 4.5m, partly because of the
October 1987 stock market crash.

When he lannched the issue last
week, Edmond Alphandéry. econ-
omy minister, was at pains fo
emphasise that, as a government
issue, the bonds were “absolutely
secure”. Bis team has also devised
a string of incentives, including
tax breaks and equity plans, to
persnade investors to convert
their Balladur bonds into privati-
sation shares.

At present the government does
not plan to lannch a generic cam-
paigne to promote the privatisa-
tions. The individual share sales
will be publicised by the compa-
nies concerned, such as Rhone-
Ponlenc and EIf Aquitaipe. This
means that the bond advertising
will play a critical part in shaping

pablic opinion in the approach to
the privatisation drive and the
Balladur government decided to
spend far more heavily on promo-
ting the issne than its predeces-
sors did for the Giscard bond in
1978 and the Barre bond in 1977.

The Balladur bond advertising
campaign is in two parts. The tele-
vision commercial is intended to
set the scene by raising public
awareness of the government's
plans for the bond and for privati-
sation. The radio and press adver-
tising offer more detailed informa-
tion abont the financial atiribntes
of the bords and how they can be
converted into shares.

So far the issue seems destined
to be a roaring success. Econo-
misits expect it to heat Balladur's
FFridbn target. It remains io be
seen whether privatisation candi-
dates will follow the government's
lead by trying to persnade people
to buy shares to help the economy,
rather than juost to make money.
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CURRENCY RATES

| '- POUND SPOT - FORWARD AGAINST THE PQUND
“DOLLAR SPOT - FORWARD AGAINST THE DOLLAR
| EURO CURRENCY INTEREST RATES

" Are you keying these tables into your
computer every day?

" Do you clip these tables from the FT and

'FINSTATs Electronic Currency Feed offers:

. - Ml exchange rates supplied directly to your
-~ computer -
_ M delivery the evening before they are
- published in the FT
;M spat and forward rates against Sterling,
", Dollar and ECU - oniine or on disk

To find out more about this service call
Wendy Jobbins on (071) 873 4613

DOING BUSINESS
IN RUSSIA?

Save time, effort and money at the start

Al foreign companies wishing to conduct
business in Russia need to register there. In
Moscow, registration is handled by the Moscow

" Registration Chamber. Fortunately, this process
-can be relatively quick and easy, thanks to
Financial 1zvestia which is now offering the
Moscow Registration Chamber’s own Guide to
Registering Companies in Moscow. Written in
English and in collaboration with the
international law firm, Salans Hertzfeld &
Heilbronn, this invaluable Guide

@ Enables you to select the most suitable fegal

archive them? structure for an enterprise
. B Supplies checklists so you avoid common
Ensure accuracy and save time mistakes when registering

® Provides sample registration forms and Ietters
to obtain the relevant authorisations _

® Lists addresses and contact details of key
agencies in Moscow -

Much of this information is simply unavailable

elsewhere and will be of real practical everyday

use to anyone intending to do business in Russia.

as well as legal, financial, accounting and other

advisors.

The Guide to Registering Companies in Moscow

is available exclusively from Financial 1zvestia —

1o order your copy, se¢ below.

rﬂNANCIAL 1ZVESTIA

Financial Izvestia is a weekly business newspaper.

produced by the Financial Times in partnership with

izvestia. Russia’s leading quality daily.
. e Busk
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Through centuries of feast and famine,
boom and bust, gold has been a consistent
store of value, prized for its beauty, and
trusted as a mediurn of exchange.

Paper asserts can soar, or sink so low they're

worthless. But gold has intrinsic value. For over

5,000 years, no cne has ever said of gold, “It’s

not worth the paper it’s printed on.” When

you buy gold, you have acquired somerthing solid.

As solid as gold is, it is also exmremely liquid.
Bullion coins make gold convenient to

T -
g o

hold and easy to acquire (in sizes as
small as 1/20 ounce). Gold bullion
coins can be readily bought—and sold -
through banks, brokers or coin dealers,
anywhere in the world.
Each bullion coin on this page is legal
tender, fully backed by the government that mints it.
3 Today, we live in times of umultuous change. Borders
/ shifi. Economies expand and contract. Wars flare up.
Businesses collapse.
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10
olstered by government
pproval for a number of
clmlcal trials in the US,
gene therapy - the process
of re-encoding the DNA in cells -
an the verge of cummemabsahun.
Once confined to sclentists’ labo-
ratories, gene therapy is now a
defined and growing industry. New
companies in the sector are spring-
Ing up all over the US ané 2 num-
ber have obtained approval from
the federal Food and Drug Adminis-
tration to conduet clinical trials on
treaiments for diseases ranging
from cystic fbrosis to brain cencer.
CQue of the first human trials
approved for gene therapy, a treat-
ment for ADA (or “hubble baby”
disease), which causes children to
be born without an immune system,
waa launched three years ago, and
has shown promising results. If
clinical irials on other diseases go
as well, companies in the sector say
they may be marketing products as
early as 1997
“Thé concept of using penes as
drugs is revolutionary and will
greatly expand possibilities for
treating various diseases.” says
Ronald Crystal, a professor at Cor-
nell University medical school and
an authority on gene therapy. “The
oomgf;clal opportunities are very

Gene therapy is a spin-off from
biotechnology. But whereas biotech-
nology makes use of synthetic pro-
teing as drugs, gene therapy aims to
change the DNA structure of cells
so that they will produce therspeu-
tic proteins in the body. Originally
seen as a way of addressing congen-
ital gene deficiencies, suck as those
that lead to cystic fibrosis and
haemophilia, gene therapy is now
being considered for possible use in
the fight against cancer, Aids and
cardiovascalar diseases.

As the link between
specific genes and
diseases becomes
more evident, the

applications for gene

therapy broaden

The expanded focus not only
makes the approach more promis-
ing from a medical standpoint; it
also increases the commercial
potential of gene therapy products.

“The market size for gene therapy
will be defined by the disease far-
gets,” says Marc Schneebaum, chief
fnancial officer of Genetic Therapy,
a leading gene therapy group.
“There are only a 100 or 50 patients
In the US with ADA disease. But
there are 30,000 with cystic fibrosis
and millions of Amenums contract
Cancer every year.”

As the link between specific

The commercial opportunities for gene therapy are

growing by the minute, reports Victoria Griffith

A market that
could splral

genes and diseases becomes mora
evident, the possible applications

“More genes are being discovered
to be the cause of certain diseases,
which means that gene therapy
may be used to treat a wide range
of ilinesses,” explains Alain
Schreiber, presideni of the gene
therapy group Vical, For instance,
pon-small-cell [ung cancer - the
most common form of lung cancer -
has now been associated with the
inactivity of a geme that mormally
suppresses tumonr growth,

To get the recombinant DNA
sequences into the target cells,
researchers rely on carriers such as
crippled retroviruses. These inac-
tive viruses invade the cells and
alter their DNA structure. The use
of these viruses, though, has caused
some concern ghout possible side
effects. “Retroviruses are kmown to
undergo a recombination if a helper
virus is around,” says Schreiber.
“They are always risky.”

As a resuit, some researchers
have switched to adeno viruses -
the class of viruses that causes com-
mon diseases such as colds - as a
safer bet. “The problem with these
is that they are very promiscuous,”
says Schreiber. “They are difficult
to control”

Yical has turned to liposomes -
Hoy globules of fat — as an even
safer, though less effective, means
of gene transfer. In the UK, too,
researchers are iemding to favour
liposomes rather than viruses. “The
impact may not be as long-lasting,
butthatmaybedesirab[e.[t‘ather—

is témporary, it's much easler
to contml in case something goes
wrong,” says Schreiber.

Despite its promise, gene therapy
faces a number of hurdles on the
way to the medical marketplace.
The most pressing problem is how
to get ihe treatment Into the
patient.

Because of the risks involved,
most gene therapy trials continue
to rely on an er vive approach, by
which cells are removed from the
patient’'s body, treated, then rein-
troduced after a period of monitor-

ing.
One company - Genetic Therapy

,—-’ —-._a--_.__:--x___-_._-.,_ '-.____ =

- has moved to iz vipo trials for its
brain cancer treztment, treating
cells in the body of the patient. The
company asserts that the process is
safe, since the carrier virus attacks
only rapidly proliferating tumour

cells, However, a great dea! of con-

-eernllngemnvermmwu-eahnents

“fn vipp gene therapy is much
riskier than exr vfo,” says David
Carter, president of the group
Somatix Therapy. “Outside the
body, you can monitor the effects of
the treatment. inside you can't.
What if the virus invades the wrong
cells? If it does, it could cause
genetic modification.”

Some observers argue that
because gene therapy is being used

to treat 2 number of fatal diseases,
the risks are relative. “When you're
talking about a brain cancer patient
who has maybe nine months to live,
the risks seem less important,” says
Schneebanm.

“Radiation and chemotherapy,
the methods commonly used now,
are known to have serious side-ef-
fects. Our brain cancer ireatment,
although it may have risks, has not
yet been shown fo have any side
effects at all.”

E"wmtherapymaybesaferbut
because it is far more dificult to
administer, iis commercial potential
is limited. “Clearly, ex vivo (reat-
mentispretlyulmbersumel’orany
mass drug, since it-can’t be bought

in a drug store, or even obtained at
a doctor’s office,” savs Alaa Smith,
head of the genetic therapy pro-
gramme at the biotechnology group
Genzyme. “Eventually, the form of
treatment for gene therapy will
have to change if it is going to be
widely available.”

Another problem for the sector is
gbtaining intellectual  properiy

rights. The FDA has sent mixed sig- .

nals on the viability of pafeniing
gene therapy products. Although
the induosiry has applied for a nwn-
ber of patents, few have been
issued. “There are controversies
about the patenting of gene seg-
mepts, and clearly this is a major
concern for the sector,” says

Financing is another hurdle.
When biotechnology got mder way
in the 1970s and 1980s, Wall Street
and venture capital groups were
only too willing to finance start-ups.
Gene therapy aleo appeared abirac-
tive to investors about 18 months
ago. The venture capital market has
now almost dried mp, thongh, and
the uncertainty surrognding the
Clinton administration’s heaith
reform programme is making it dif
ficult for all pharmaceutical groups
to raise capital

Like biotechnology groups In

their eaxly years, some gene ther-

hcalgronpstoobhmﬁmnmngfor
research and development. Still, lic-
ehsing may not be a sohition for
everyone. “We want to obtain finan-
clng, but we don't want to give
away the store” says Stewart Par-

'her.pres:dmtotﬂzegmethmpy

group Targeted Genetics.
Manyubservetsseeanmberof

paraliels between the position of
gene therapy today and the position
of biotechnology groops 10 years
ago. "A lot of gene therapy groups
are where the Amgens amd Gene-
techs were In 1983, says Fernando
Gnezada, executive director of the
Biotechnology Centre of Excellence

Desmte the gcientific and busi-
ness similarities between the two
fields, there Is strangely little cross-

into gene therapy but the only
group with any actual commitment
to the new field is Genzyme.

“It may be that most biotechnol-

ogy groups, which are facing a

numberofnsksah'eady see gene
therapy as an added uncertainty,”
saysSmlth."Weseenasanexmt-
ing opportunity.”
Asmthehmtechnologymdustry
the road to commercialisation will
probably be riddied with potholes,
but- as the gene therapy indusitry
matures, more believers are betting
that the new approach will not only
offer important medical advances
but generate profits as well.

Telecoms gets in
on high-wire act

By Della Bradshaw |
mdm-contmlle&embot:
ITooping along the power
cablsbetween#!erch'lﬂtr
pylous, is helping the UR's power
disiribation compauy, National
Grid, to build a pationwide
telephonenetworklnmmrdﬂme-
Energis, the telecommutiica-
Hons arm of the National Grid, :
axpects to offer a long-distance: .
phone service o 70 per cent of
thepopulaﬂonofEnglandand
Wales by April next year, ouly .
11 months after heing awarded
a telepommemications licence,
Energis does not have to &ig
e T e amnor . carth cable, which is a pwift
15a lmd
gtlenhone poles or ducts. Instead,  relatively cheap option if the -
it is exploiting s investment . earth wire is new and will remain
in the electricity pylons — or in place for several years., -
“towers” as they are known in If the earth wire is old and due
the trade - which span the - t0 be replaced, power companies
country. often prefer the second option: -
Fibre-optic cables, which will replacing the earth cable with
form the backbone of the new one which incorporates the
network, are being wonnd around  wire and the phone wire in the
the earth cable — also known as same plastic sheath. Such systems
the gronnd wire - which is the are also usefud if the eleciricity
nbleloopedﬁomtkehpofthn company is extending its power
pylons. Heath Robinsonlike network ar in countried which
machines which lash the fibres hekbotheleetrlatyandphnne
around the cables move at the -
rate of one metre per second, 'nletlmduphonutndrape
providing swiftest installation. the aptical fibre cables between .
Focas, part of the Cookson the pylons. The simplicity of this
Group, which is the major " scheme bricgs iis own problems,
supplier of the wrap-aronnd fibre, despite years of work on the
is snpplying shnilar systems to technology by optical fibre -
electricity generating companies Energ:s.tcrexmle,
as far afleld as Scotland and Hong  rejected the self.
Kang, the US aud Scandinavia, draped cable because i believed
They are being ased by the that the cable would be physically
electricity companies either to damaged if nsed in close -
carry their own internal mniuncﬂmw:thitshlgh—mmcﬂy
communications or for services
to seli on to costomers. Developingthemndcab!e .
Focas mapaging director Ray was not easy either. Looped round
Grimwood believes it is the the earth wire, the cable has to
regulatory enviropnent and the . withstand ultra-viofet radiation -
culture, not the technology, that . and snow. The earth wire is also
is preventing other electricity . designed to take lightning strikes,
suppliers from following suit. when the temperature can rise
As well as providing rapid in a flash to 260°C or 300°C. So
competition to monopoly phone Focas had to develop a specially
ies, snch systems conld cured crosslinked polyethylene
also provide phone services to jacket to ensure that the weather
any rural area with a power does not affect services.
supply. Eastern Todayeadnﬂbremshlledby
ies and China, for example, Focas can carry 585Mbit/s of
conid be big beneficiaries. informaiion - enough to allow,
Electricity suppliets have three . say, 8,000 simulianeous voice
technical options in choosiug a . conversations, 8,000 pages of text
phone network to link in with - a second and 10 colowr video
their electricity supply. The first simn.lstobesentnnaﬂns‘iepair
is to wrap the fihre round the oreallles. ‘
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By ringing +44 81 643 7181 you can take advantage of the Financial

‘Times Annual Report Service.

This offers, by return, the Annual / Interim Report of any company
annotated with a % in the London Share Service columns of the FT. The
setvice is quick, convenient, free, and now over 400 companies' Report and

Accounts are immediately available.

Serious investors know that the Annual Report is vital to understanding
a company and making investment decisions, but until now has not always

been easily obtaipable.

The lines are open 24 hours a day, 7 days a week, or you may fax your

request to +44 81 770 3822
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Carter for CU

The Securitles -

Investments

and
Board has

SIB poaches solicitor

litigation, making him a naty-
ral choice, 2 former colleague

Remember to check that the company is marked.with a & in the FT London Share
Service, and quote the code number at the bottom right-hand comer of those pages.

i the
UK’s biggest Insurer, in a bet-
ter state than when he took
over the job of chief executive

ely
most succassfulofthelm
JohnCarberﬁﬁ(right)wﬂl
take over the top job. Carter, a

Brend's senior management
team sinee 1987, along with
Tony Wyand, ﬂnanoe director.

1 change, Brend, who says

he will leave the “ship in good
order”. No change to CU's
established strategy, which
focuses heavily on im:'easing

he is *not
Ingrained with the City and its

foibles”, does not maintain any
business activities and will
retire to the couniry, pursiuing

He will also travel a good
deal, visiting Ausiralia as well
as the 18 countries “where he
hasn't yet slept”. With Brend
planning a irip to the Baltic
states in the summer, that
number should soon be
reduced to 15.

B Een Lewis has

gprpmnted
ble for human resources, legal
services, group property and

appointed a senior vice-presl-

dent of PARIBAS ASSET MAN-

AGEMENT to cover northern

Buropeanr marketing out of

London. He joins from UBS

Phillips & Drew International
Investment.

W Adrian Coates has been

Financial and
insurance moves

appointed director of WAR-
RIOR INTERNATIONAL.

N Crispian McCredie hnas been
appointed as marketing direc-
tor of SBC Portfolio Manage-
ment International Limited.

B David EKerr and Sheena
Harding have been appoinied
directors of INTERCAPITAIL
COMMODITY SWAPS.

B Nick Becker has becn
appointed by MINET as md of
its marine energy division and
a director of international
broking.

appointed Mr Guy Sears, a

solicitor with City law firm

Denton Hall Burgin & War-

rens, to the newly-created post- ~ o
- years he hoped to build up

tion of head of enforcement

Civil litigation is' a growing
part of SIB's enforcement
activities. There have been 46
cases in the last five years
invoiving injunctions, restitu-
tion orders and compuisory liq-
Uidations under the Finsncial
Services Act

The growing case load

prompted SIB to develop the sy

capacity to handle the work

in-house. Until now it has .

relied on law firms such as
DentonHal!todothel:lhgaﬁnn
work for it. -

Mr Sears has done several
cases for SIB and has consid-
erable experience in insolvency

SIB's capacity to handle all but
the véry largest cases in-
ouse,

By moving to SIB he has

-given-up the chance of high

future earnings as a partner in
alucrahveﬂitylawﬁrm,bm.

-thet'amﬂy H:sfatherlsa

fudgemHongKons.

Sir Tom steps a51de |

that he plans to. step
from the board at

unllkely that Hodgson will
move up to be chairman and

'.megmupisloohngmapwmt
an independent

non-executive

chairmandesigmte Lord El-

" fott of Morpeth, & former Con-

servative MP, is the company’s
only non-executive director
and the intention - Is to. mmnt
two more,

The latest two appointments to
the Audit Comm‘lssmn have

Peter Kemp, tormerly second

guished ggvernmental careers
behind them but neither has

experience of Iocal

government.

The Labourcontrolled Asso-
clation of Metropolitan Author.
ities argued against the
appoiniments when it was con-
sulted. A spokesman said: “We
are not happy about this. Peo-
ple with experience of local

EDVGrnmenj: are under-
The number of commission-
ers on the local government
waichdog has recently been
enlargad to 18. However, only
five have local experience,
according to the AMA - the
same number as in 1991, when
there were 14 commissioners.
Both appointments are effec-

Audit watchdog appointments anger c‘oun'CiIS' )

uvefrumtodayforahermof

‘three years. They were made

jointly by the environment sec-
retary, Mr John Gummer, the

Welsh secretary, Mr John Red-

wood, and the health secretary,
Mrs Virginia Botiomley.
Accountancy prafessmns.
employers' organisations and

_trade unjons were also

consulted.
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FINANCIAL TIMES SURVEY

BANKING AND FINANCE

. alists and politicians hope that

" Frankfurt ‘will b formally
"L Sometime
later this year, when Eurppean
‘Communitly countries finally

- 1ke-up their collective mind

‘where fo locate the §
~Enropean Central Bank. neure
w.BUt” t0 a large extent,

-_-whether the new institytion is

" tobe located in the city or not,
‘Prankfurt already occupies the

+ position of Europe's financial

capital - because of the
authority of the Bun,
. _Mit Beharrlichkeit - “with
ruthless determination and gin-
er " a5 the
Germany - the Bu.nc{ess:m
: has fot_:ght a successful battle
with- inflation for decades.
Hence its tmmatched credibil-
ity in the financial world,
Since last autumn, when the
Bundesbaqk's refusal to give
way to widespread calls for
cheaper money led to turmoil
on miernational ¢ mar-
kets and to the partial
break-up of the Evropean
exchange rate mechanism
(ERM), that credibility has
weakened.

__ Germany is wrestling with a
deep recession. it is belatedly
counting the cost of the 1990
reunification of the two halves
of the country. Inflation is run-
ning at an annual rate of about
4Derhatient;morethant:£ioethe
cen bank's target of 2 per
cent, and higher than in many
European couniries with less
discipline in such matters.

In iate June the D-Mark hit 3
15 month low against the US
dollar and the French took the
opportunity to cut their rates

that the Bundesbank's inde-

. pendence was inviolable and

cancelled a planned meeting
with his French opposite num-
ber in Paris.

Although interest rates have

" eased since last auknomn (the

discoumt rate is down from a
hlg_lt‘of 8.7 per cent in July

) Deined to give

ThursdaL July 1 1993
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Deutsche Bank's twin towers {left) and Dresdner Bank's single one {right) do not overshadow the Bundeshank,
Germany's central bank (above), which pursues a path of rigorous orthodoxy in the deliberations of its councll

(below). It is sald that Hans Tietmeyer, the naxt president, differs from his predecessor Halmut Schiesinger only
in that Mr Tielmeyer prefers to take the it rather than walk up the 12 floors to his Frankfurt office

ad in Europe

Financial services have escaped recession so far: bank profits are up, the Bundesbank.is steadfast against
inflation and the private sector strengthens Germany as a financial centre. David Waller reports

last year toc 725 per cent now,
and is widely expected to be
down to 5 or 6 per cent by the
end of the year) there has been
no great reversal of the huge
flow of international money
invested in the D-Mark in
1992-93. Economists calculata
that foreign investors invested
DMi90bn in the D-Mark in the
14 months to the end of Febru-
ary fhis year, more thap {wice

. This inflow helped: to propel
-a hig-rally in i

spite of

Jpessimistic forecasts, .
i of 7 per cent or higher

have not yet come to pass.
The influx also belped the
profits of the Frankfurt-based
financial community. While
the impetus to record profits
last year at the large commer-
cia]l banks came from growth
in lending business, trading
-gains and commission income
from securities business are
the reason for double digit
inereases in the banks' total

year.

This has allowed banks to
predict “satisfactory™ earnings
for the year ag a whole, mean-
ing that these big financial
conglomerates - along with
construction companjes -
count as one of the few sectors
in the siricken Gerroan econ-
-omy to be generating healthy
profits growth at this point in
the economic cycle.

The healthiness of banks®
profits is exaggerated by the
fact that they do not disclose
their full exposure to bad and
doubtful debts. Provisions are
undoubtedly climbing — and
will be revealed for the first
time in some detail when the
bapks report their interim fg-

But whatever the true pic-
ture of banks' earnings, they
are not on the verge of the

of a shake-out in Germany’s
banking community, the only
real consolidation is in the
public sector, with the Dissel-
dorf-based Westdentsche Lan-
desbank acting as catalyst to a
series of mergers and new stra-

tegic alliances among state-sec-
tor institutions.

The German financial ser-
vices sector as a whole, which
encompasses regional financial
centres in citles such as
Munich, Disseldorf and Ham-
burg. has benefited from a
series of recent measures
designed to strengthen Fin-
anzplatz Dewischiond — Ger-
many as a fnancial cenire.

These include the creation of
Deutsche Bdrse, the German
gtock exchange - fromr the

- beginning of this year. This
has been put together on the
initiative of the Frankfurt
_exchange, the biggest of the
eight exchanges in Germany,
where about 70 per cent of
total German securities turn-
over is conducted. -

The new bedy brings the
Frankfurt Exchange and the
DTB Deutsche Terminborse
(the German Ffutures and
options exchange) together
under the same roof as the
Deutscher Kassenverein settle-
ments organisation. Some 40
per cent of the new organisa-
tion is owned by regional (non-
Frankfurt) banks and the
seven regional stock exchanges
{excluding Frankfurt).

. wpnpE substitites are warming up and
' -will be oo the field soon. One thing
. 1. is certain: when they take over this
astimn, team strategy will remain

PR .3

Q _Christopher Parkes notes a friction-free transition at the Bundesbank

©  Team strategy unchanged

Financial Journakists sprint to telephones on the news that the Bundeshank has cut lending rates

According te Rolf Breuer, the
first chairman of the German
Exchange, this gives Germany
one of the most modern stock-
exchange structures in the
world - the only exchange
which brings equities and
futures trading vnder the same
roof as settlement services.
The focus of future develop-
ment will be op technology, to
bring put the benefits of this
structure; benefits which,
Breuer admits, are latent
rather than actual at present.

German financiers have laid
heavy emphasis on technology.
For example, they have spent
tens of millions of D-Marks on
the development of the screen-
based DTB, founded only three

and a half years ago, and on
Ibis, & computerised share-deal-
ing service for leading equity
and fixed interest issues.

Since the service was intro-
duced, in April 1991, this has
become the second biggest
exchange in Germany,
accounting for 30 per cent of
trade in leading German
shares. According to Mr Radi-
ger von Rosen, the oufgoing
chief executive of the Frank-
furt Stock Exchanpe, Ibis has
also succeeded in pulling back
a significant amount of busi-
ness in German shares from
London o Germany.

But in the battle with other
financial centres, German
financiers recognise that the

regulatory environment must
be improved.

On the one hand this means
a tightening of regulation.
Next year Germany will finally
get legislation which will make
insider dealing a criminal
offence, and create the German
equivalent of the Securities &
Exchange Commissien, the
body which regulates the US
securities industry.

Calls for these measures
have intenmsified since union
chief Franz Steinkiithler was
forced to resign as head of IG
Metall after he bought DM1m
shares in a Daimier hoiding
company shortly before the
shares enjoyed a sharp
increase in value.

He hag denied insider deal-
ing based on information
gleaned from his former posi-
tion as member of the Daimler
supervisory board. But the
affair highlighted the absence
of law forbidding the practice.

On the other hand. Fin-
anzplatz Deutschland is clam-
owring for deregulation which
will allow its institutions to
compete more vigorously with
their rivals in London or Lux-
emburg. The chief complaint is
against minimum reserve
requirements. which oblige
banks to lodge funds with the
Bundesbank whenever they
take a deposit. making it diffi-
cult for them to compeie with
banks based where such
reserves are not required.

The Bundesbank obligingly
halved the requirement earlier
in February this year. It may
do away with the requirements
altogether after Mr Hans Tiet-
meyer succeeds Mr Helmut
Schlesinger as president of the
central bank on October 1.

W
"‘siﬁirectorate colleague,

~ eifled: “dribbling”™). Mr Gaddum was also
|+ e prime movelmgr’behind the bank's deck-
".. .ilon- to yeduce minimum reserve l'l.’.'q'ltll':o'
“ ‘namiys wnder which beanks were obliged
" depasit ap to 12 per cent of thelr customer
. deppgits, interest-free, with the central

.- ank. ‘He himself said

the move would
hefp German banks’ Oth-

O competitiveness.
- - .@%.described the ehanges as a “fremen-

Unconvinced foreign politicians amd
jndusirialists have pleaded in vain for
bigger, more frequent cuis on the basis
that a German lead will allow reductions
glsewhere which in ftum will heip fuel
recovery from recession. Appeals from
within Germany, where the Bundesbank
is viewed as the conniry’s most trustwor-
tby institution, bave been relatively few.

Taken to task on iis “internationa) obli-
gations™ the bank presented 2 nnited,
stubborn front. Lower interest rates were
notﬂ:eunlyortbemnsteﬁecﬁvewayw
help recovery, it said. For lasting growth
and lasting stability, each country had

shonld consider the deeper symptoms of
malalse. Most of all the bank denommes
runaway public sector deficiis which
uerowd ont” potential private sector
investors from capital markets. .
The Bundeshank was pa.rtleular'y
angered by the German government [:
first attempt at producing & 50 50|
darity pact. From a design draft for &
package of spending cuis which was
intended to help Germany fund recovery
in the east, the Bonn _gpvernment. in
eshoots with the opposition, ol
und con a range of I
mand angnlse'v!es whilch will cost individn-
als and companies the equivalent of 2 per
cent of gross domestic product a year.
The bank, acknowledging the Qohhm
T T S . At
ent, rea
ﬁea?:l: Chancellor Helmuté Eohl had

bhad Frankfurt's persistent warn-
ings that spending cuis had to come
before tax rises.

When it became clear, in late spring,
that the holes in the federal budgets were
too big to be filled by the proposed tax
jnereases (an estimated DM300bn of
savings was regquired nntil the end of
1996), the bank had had enough. it
stopped “dribbling” with interest rates
and resmmed vigorous campaigning for
real cuts. Ostensibly the world
at large, but clearly berating the Bonm
government, Mr Schlesinger and his eol-
leagmes puiled no punches. They proposed
that unemployment pay should be
reduced and suggested that conntries
building up their social welfare sysiems
should slow the process and conskder
whether they were on the right tragic

In response to calls for pnblic spepding
programmes to promote growth, Mr Iss-
ing sugzested the proponents should stop
trying to fool themselves mto believing
that such projects created anything more
than a flash in the pan. All that was left
after the flash, he said, was a residue of
debt which had to be sexviced, It wonld be
far better io siop subsidising “dyins”
indunstries: steel, shipbuilding and aprical-
ture for a starl.

The Bundeshank seldom uses such
gdirect language, but its temper has been
tested by critics at home in Germany who
seem to suggest that i shonld abandom,
temporarily at least. the policies which,
for 30 years and more, have helped keep
German inflation and wnemployment
lower than almost anywhere else in the
industriatised world,
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couple of anecdotes give
Aa Havour of the deep
divide between the

Anglo-American style of capi-
talism and the Germanic

approach.
First, a British magazine
reports that the newly-

anointed chiel axecutive of a
big German bank spilt some
Blittaurst sgusage on his new
shirt just before an important
engagement. The report, far
from being laughed off,
becomes the subject of debate
at the bank's next board meet-
ing. How dare Angle-Saxon
journalists write about such an
important personage in this
way? The bank contemplates
citting back its ~ already min-
imal - contact with the inter
pational press still further.

Next, the finance director of
Daimler-Benz, Germany's larg-
est company, casuaily tells this
writer what the group's profit
figures are going to be this
year and next.

The banker's sensifivity to
the Blitwurst story, in the
frst example, highlights more
than mere lack of sense of
humour. It reflects the ten-
dency of senior German man-
agement tc be removed from
criticism of any kind - not just
about their eating habits but
also their financial perfor-
mance.

In the second, the willing-
ness to let slip highly sensitive
information is indicative of a
cavalier approach to the mass
of sharehoiders. [t can be taken
for granted that Germany's big
banks and insurance compa-
nies ~ which own large stakes

David Waller studies Germany’s corporate style

Shareholders on sidelines

in numerous large German
companies - know the figures
long before they slip out in the
interviews and presentations.
Other, shareholders are not so
well served.

But there is no point in
becoming morally indignant
about the way corporate Ger-
many works. The stock market
simply does not have the
importance for the German
economy, and for Garman com-
panies that it does for the ecop-
omy and companies in other
countries — with profound con-
sequences for the way compa-
nies are man:

While the German economy
accounts for 25 per cent of the
European Community’s GNP,
and 24 per cent of its popula-
tion. the market capitalisation
is only 16 per cent of the Euro-
pean total There are only 665
companies on the German mar-
ket; at the end of last year they
were capitalised at about
$333bn, accoumting for 186 per
cent of Germany's GNP. [n the
US, the market accounts for
66.4 per cent of GNP, in Japan
62 per cent and in the UK
nearly 99 per cent.

German entrepreneurs prefer
not to come to the stock-mar-
ket. They are averse to becom-
ing the slaves of short-term
profits expectations — and they

do not like the personsl public-
ity which comes from having a
stock-market listing. When a
business reaches the point
where an infusion of extérnal
equity capital would help it
grow, it often decides not to
grow any further. Or it sells
itself to one of Germany's
many family-conu'olled indus-
trial holdings grou;

Exntrepreneurs who do seek a
market listing make sure that

perform is exerted by the
banks and Insurance compa-
nies which dominate German
supervisory boards. The yard-
stick by which management
performance is measured is not
published profits: the supervi-
sory board will have acgess to
internal measures of profit per-
formance. There are other cri-
terta, t00, by which the success
of a company will be judg:eq:
for example, capital expendi-

There is little need for management to justify its
actions to the broad cross-section of shareholders
- except perhaps at ritualised events such as
the annual press conference or at a meeting of
shareholders.
= ]}

conirol stays with manage-
ment rather than the market.
A typical move would be to list
only 25 per cent of the share
capital.

Even much bigger companies
try to make sure that control
does not pass away from a few
friendly (usually German insti-
tutions) to the equity market
as a whole. There is an empha-
sis on “shareholder stability” -
that is, arranging matters so
that there is no possibility of
management becoming umnset-
tled via unfriendly takeovers.

Pressure on management to

ture; growth in furnover; con-
tribution to the local commu-
nity; improvement in friendli-
ness to the environment.

The debate over manage-
ment performance takes place
behind closed doors. There is
little need for management to
justify its actions to a broader
cross-section of shareholders ~
except perbaps at ritualised
events such as the annual
press conference or meeting of
shareholders.

Communications policy at
some of Germany's larger
listed companles is changing

“Investor relations” and
“shareholder value” are terms
increasingly bandied about by
by senior German managers.
Partly this is lipservice ~ but
it does reflect a growing readi-
ness to take the imterests of
foreign institutional sharchold-
ers seriously.

These investors own between
40 and 50 per cent of the small
freefloat on the _German stock-
market, and a high percentage
of shares in some large, indi-
vidual companies. As yet they
are not represented on the
supervisory boards of the com-
panies that they partially owm.
This means that their interests
are perhaps nol protected at
the heart of the German sys-
tem of corporate govermance;
but then few, if any,
Anglo-American investors
would be willing to make the
long-term commitment to a
company implicit in taking 2
supervisory board role

Despite this lack of formal
representation, there are signs
of a gradual convergence
between the Anglo-American
way of doing things (whete the
shareholder comes frst) and
the German way {where the
interests of ordinary share-
holder have tended te come
close to the bottom of the pile
of managaement priorities).

This is brought on by two
linked factors: the German
recession and the likelihood
that German companies will
peed to tap international
equity markets for capital.

The recession is making
managers realise the impor-
tance of meking money as well
as generating sales. Restruct-
uring is generating a need for
capital which capnot be met
fmmmsh—ﬂnwsash:lthepast.
The capital is not so readily |-
avaitable from the increasingly
cantions banking community -
and public sector borrowing
requiremsnts are fikely to keep
up the cost of borrowing over
the rest of this decads.

The source of capttal at the
mergin is the intermational
fond manager; companies will
have to adapt themselves to
meet his or her wishes if that
capital is to be forthcoming,

Talk ahout shareholder value
is a symptom of this. More tell-
ing is Daimler-Benz's decision
to seek a listing on the New
York stock exchange. This will
require the company to be
more forthcoming with sensi-
tive financial information than
in the past and will expose it
more clesely to the criticisms
of Anglo-American investors.
In retiun. Daimler will be able
to raise equity capital more
cheaply and more widely than
its i

competitors.

4s yet, other Gennan compa-
pies bave yet to follow suit,
but Gerhard Liener, Daimler's
Fnance director, predicts that
other big Germar companies
will be obliged to make the
siep soon.
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dculy and busmess
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Frankfurt’s stock exchange

Technology |s
the weapon -

against

'ONDON'S ‘spectacular
faitare to develop its Tau-
s setilement system
has brought cheer to the
hearts of financiers
eager to chailenge London’s
primacy as Europe's le.admg
centire.

way of “dematerialising”
share settlement has high-
lighted what German finan-
ciers believe to’ be the Frank-
furt financial markets’
superior technological edge
over Londou. .

While the German securities
markets have snifered onder a
number of competitive disad-
vantages — such as a strict reg-
ulatery regime which has dis-
couraged financial innovation
and a Iack of investor-oriented
supervision —~ techmelogy ‘bas
been a ceniral weapon in the
battie with London.

An electronic system is
mors advanced than one
where brokers shout and

wave their arms about

]

The aim of the campajgn has .

been to win back market share
1 German securities — in equi-

ties, bonds and derivatives ~ -

from London to Germany.

These efforts will be intensi-
fied further with the fature
development of the Deutsche
Birse AG, Germany's unified
stock-exchange struetnre,
which camte into being at the
beginning of the year.

There are two important
areas in which Germany's

financial institutions have -

invested heavily -in technol-

ogy: )
® The Deutsche Terminbhirse
(DTB), a fully-screen based
trading system for future and
options.

This has existed for.only
three and a baif years, but in

that time has mounted a vigor- .

ous challenge to Liffe, Lon-
don’s opeun-outery derivatives
market, Europe’s largest.

The total number of conm- -

tracts handled by DTB climbed
from 6.8m In 1990 to 34i.8m
last year {confounding critics
who said thal a screen-based
system would nof fanction in
hectic market conditions).

It bas 79 member institn. .

tions - about 40 per cent of
these_ are !:on-German - and it
is expanding beyond Germany
with a2 recent agreement to
link up with Matif, its French
equivalent.
A ful]y electronic system is
more technologically advanced
than one where brokers shout
and wave their arms about

amid -an avalanche of paper, as_ -

at Liffe.

But having the technological

ndon rather tha.n over
the DTB.
This worries German ﬂnan-

But the DTB struck back
with a medium-term govern-
ment bond fuiure (the Bobl).
The DTB dominates this mar-
ket, with a share of 80 per
cent, although Liffe introdweed

a competing product in Janu- -

ary this

year. _
® It has always been some-

what irksome to German
financiers that Londom, a cen-
tre for international equity
trading as well as for UK equi-
ties, shonld have captured
much of the business in Ger-
man shares via the Seaq Inter-
national price display system,
which rTequires a telephone
call to execute an order.

One reason why fand man-

agers may have been driven to

London

execnie their tramsactions i
blue-chip German stocks via
London rather tham

is because of the lack of gecy.
rities-market superviston in
Germany. Another was the
fragmentation of Nquidity and
visibllity between the eight
exchanges now merged into
the new Deutsche Birse strac-

Mnologalmmnldm

overcome . these obshcles -

many’s leading share and-

bondiss::sgémrﬂl!@lhas
sueceed, puli back
busineesﬁ'oml.ondoi:g

London's share of business
in Germany’s 30 leading
shares has dropped Bom 14
per ceut in 1989 to 18.25 per
centlastrear says-Mr Ridi-

jeading
twice the Ievel only a year ago.
Last summer, it appeared
that Ibis would not be the last
word m the development of

supgesting that doring the
1990s Germany would maove to
a fglly paperless system for
equity trading. .

are to -remain, assisted by

technological inngvations snch

as the recently .imtroduced.
Boss-Cube

order-rou-.

teing system,. which has. been
designed to climinate the
paper flow associated with a

. But the new Deuische Birse
is to be used to develop a “one-
stop™ -shop for the purchase of
equities, bonds and deriva-
tives, together with settlement
services. M . can .only be
brought about by - forther
advances in technology.’

This was made. clear by Mr

The Germans are plmd
that they do not have to
develop a dematerlalised

share transfer 53'3_“3’"
. ]
Rolf Brewer, chairman of the
Deu.tsche Birse and head of

puhhcrelahamatthe‘Bnndes—
bank, is to be replaced later
this year by Mr Werner Sei-
fert, a Swiss citizen who is
now hezd of Swiss Re's pri-
mary insurance business.

groumd in technology and
finance is thought to be the
declswe factor behind his

which brings the

stoek exchange, Germany’s
largest, ander the same roof as
the' DTB aud the Demtscher

pleased thst they do not ‘have
to follow London’s example
and develop a dematerialised
share- transfer system — they
have this in the Kassenverein

" already.

It .offers settlement: within

.48 hours ~ and-if the order is

put in early emough, within
the same trading day.

David Waller

alwead of the
from a Germaz bfe
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A NEW NEWSLETTER FROM THE FINANCIAL TIMES
European Savings Markers
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# R Ulrich Cartellieri
: Mdimctorattheneutscﬁem
rmfondctarggmgtet:a_tthe :
thrust of his argument is that there

o are teo many oredit mstitutions
_ [ in -
o .many{«!,éls.?.attheendofmsl - thela(::t

. .ihat number must shrink

n - course of the decade amid g bl
. asdrashcasthatwﬂchhasaﬂhctedthe
g : _ stesl mdustry.

S\ UL As towever, there is very lttla evi-
o ﬂtgoeofhis i coming true, QOn
i - tha conttary, judging by the robust profits

g _atill generated by the larger, quoted
wy {German banks, the ing sector seems
f"'?-‘iln . to.be an island of prosperity amid the
& el deepening gloom of Germany’s worst
{rm s smng{?;war. )

b € s t banks all enjoyed
_fn'n: -raqquy[earlastyear.'l‘hetopﬂvequotag
Gy insntntmxm_ Pusted annual incregses in
iy ., total operating profits ranging from 7 per
T cent’at Deutsche Bank (the biggest) to 21
“ per cent at Commerzhank and 88 per cent
:""Ge." at the Bayerische Vereinsbank.

ny Moreover, operating profits do not
o dppear to have run out of momentum dur-
i ing the current year. Deutsche Bank

. repgrted that total operating profits rose
- h}'agoodzoperoent"lnthemsttour

.nebnthsc;?sga;nresa;m;nankcthema
' i ermany) has reported that
., profits increased by 15 per cent over the

-, Deutsche Bank) outperformed the German
stock-market as a whole by more than 17
_ pertae;tébeutschecztrneﬂtperfomedthemar-
- ke per cent ecting the higher
rating normally accorded to the bankghl?y
mvestors). But how long can it continne?
. MrPeterPie_tsch.aneoonomista.tthe
: Commerzbank in Frankfurt, observes:
I ® The increase in profits to record lovels
’ over_thepasttwoyearsrﬂmtsasteep
_tise in the demand for credit — total bank
lending to nop-banks excluding treasury
bili credits grew by DM240tm last year ~ B
per cent' - with a much higher rate of

growth in medium and long-term credits.

P _Although demand for fimds has reduced

-y mﬂxthemse:toftoughuconﬂiﬁonsinthe

- - economy, it is still “brisk,” says Pietsch,
with DM10.6bn of new credits granted in
February.

Big banks in Frankfurt: Dresdnor Bank ...,

he DG Bank hesdguarlers ...

... the BfG Benk....

. -« - 30wd Gitibank, a successful foreigner .

David Waller reports that recession has not yet affected the prosperous banking sector

‘Lean-banking’ is the buzz word

. 'This reflects a number of factors, includ-
ing Iowar interest rates and the continued
availability of government subsidies to
help finance investment in eastern Ger-
many. Another consideration is that
increased public sector borrowing is pick-
ing up the slack created by reduced
demand for fimds from private companies,
® Much of the increase in banks’ total
profits in the early months of this year
reflect buoyant equity and bund markets,

T_he DAX index of 30 leading shares
climbed sharply in the early part of the
year and last yesr's bund rally through to
the middle of April, with yields on the
10-year Bund dropping Lo under 65 per

cent [rom over 9 per cent in the summer of
last year. This benefited the banks on twe
counts: they increased their fee income via
providing securities-related services to
their clienis, and they made profits for
themselves via own-account dealings.

These factors help explain the growth in
operating profits in the past, and provide
some comfort for the outlook for the rest
of the year. But to a large extent, as
Pletsch readily admits, the operating prof-
its provide an unrealistically positive pic-
tare of the German banking sector's pros-
perity — because they are calculated before
provisions for bad and doubtful debts.

It is understandable at 2 time of deepen-

ing recession, when the number of bank-
ruptcies has risen sharply, that the banks
have been increasing their provisions. By
just how much is not clear: the banks do
not ‘disclose the fipure - although they
will begin to do so later this summer,
when they release their full figures for the
First six months of the year.

Analysts have already been able to
make a guess at the scale of provisions,
following hints dropped by the banks'
chief executives at recent press confer-
ences. Goldman Sachs, for example, calcu-
lates that provisions against domestic
cradit risk doubled in 1992 to roughly 1 per
cent of total lending.

This reflects an especially high increase
in provisions to cover loans to small and
medjum-sized businesses. Deutsche Bank
disclosed that nearly three quarters of its
provisions were against loans for less than
DM10m, mainly in manufacturing,

bir Ian McEwen, European bank analyst
at Merrill Lynch, has studied the numbers
and come to the conclusion that net provi-
sions as a proportion of operating profits
range from 43 per cent at Deutsche Bank
to 64 per cent at Dresdner Bank and a
massive 95 per cent at Commerzbank.

McEwen says that in the light of the
banks’ poor disclosure policies these calcu-
lations are “subject to considerable uncer-

tainty.” But he argues that the truth about
bank profitability is startling - only Deut-
sche, of the big three banks, has a com(ort-
able relationship between the net provi-
sioning and the level of profits.

“This means that the boom years for the
German banks have already ended,” says
McEwen; but this has vet to feed through
to the botfom line.

He predicts that strong lending and
buoyant markets will enable the banks to
post further gains in operating profits this
year. Next year. however, he expecis aper-
ating proflts to fall by 10"to 15 per cent -
aithough these figures will not be dis-
¢losed until well into 1995. By then, the
bad debts situation will have deteriorated
still further.

Pietsch, at Commerzbank, is adamant
that by international standards the Ger-
man banking sector will continue to look
relatively strong. “We don't have all the
dramatic developments here in Germany
that have afflicted the banking sector in
the US or Japan,” he says. “Although
there is 2 dovmturn in the property sector,
for example, there is no structural crisis.

“0Of eourse industry is weak in Germany,
but total industries are not vanishing as
they have in the US. Perhaps the only
really dramatic developments are in the
machine tool sector — in the motor indus-
try, by contrast, we are experiencing a
cyclical downturn rather than catasiro-

Moreaver, Germany is not facing a
savings and loans crisis of the kind experi-
enced in the US ~ nor do the banks have
to deal with the aftermath of imprudent
lending to finance highly leveraged take-
over transactions.

But, perhaps In recognition that more
difficult times are head, the buzz word In
the German financial services sector at
present is “lean-banking=: after a period of
years in which costs have risen sharply,
banks are beginning to take more care of
cost management.

This can mean reduciog stall levels;
Commerzbank, for example, plans to
reduce its stafl levels by 1,000 from 30,000
by the end of next vear.

it has recently denied reports that it is
planning to lay off twice as many people
as part of a slimming.dewn of its Frank-
furt head office. That a review of head
office costs is underway Is no secref: the
McKinsey copsulting firm has prepared a
report on the issue, and the Commerzbaak
board will decide on rationalisation mea-
sures at the end of July.

«« - the BHF Is in Frankfurt, too

BHF-Bank is often described
as a small, Frankfurt-!:ased

English semse of the term.

1t is highly active in-inergers
and acquisitions advice and
other fee-earning business,
but the lion’s share of its
earpings comes from commer-
cial lending.

Farthermore, BHF may he
based in Frankfurt, but with

“we are one of a kind, very
different from other German

David Waller profiles BHF’s banking operations

Tuned to the single market

finanetal institutions. This
begins with our legal structure
- six general pariners are per-
sonally liable for the bank’s
entire business — and extends
to the type of business we pur-
sue, :

“Like other large German
institniions we are a aniversal
bank, in that we combine a
large range of fimancial ser-
vices under one roof: but we
don’t do everything that a nni-
versal bank could do.

“We avoid small retail cns-
tomers and steer clear of low-
margin volume business. Qur
target clients are businesses
with turnover of DMIi0(m or
vidunals.”

The bank kas had above

average growth in profits over
the last 10 years, is repre-
sented in 12 German cities and
had branches or subsidiaries

in the worid’s big financial -

and indusirial centres.

Mr Sitrutz says that the
bank's aim is to concentrate
oo four main business areas:
treasury activities, with cur-
rency trading operations In
New York, London, Tokyo and
Frankfort; commercial lend-
ing; asset management, con-
centrating on the core markets
of Germany. Switzerland and
France; and corporate finance.

BHF has taken two impor-
tant sirategic steps since the
beginning of this year, with
the aim of bolstering its inter-
national corporate finance

R HE implementation of
= - -8 the EC third directives

b - on Hfe and non-life insur-

L ance in July 1994 will repregent

o a watershed for the German
Lt " insprance indunstry. Since the
T 19th century fhe authorities
have regulated the market by

- detafled supervision of pollicy
‘terms and premium rates
“rather than the monitoring of

B believe that we have to live
. with the consequences,” 5dys
" Dr- Bernd Michaels, chairman
of the German Ipsurers’ Asso-
. -ciation (GDV). “The task is
A ' now to ensure that the direc-
L tives are transformed into Ger-
: man law in such a2 way that its
ingurers have a fair chance to
_ : compets,” he adds.
L Al leading German insurers
L . -share the view that big
T s " changes will ensue, particu-
R . " larly in personal lines busi-
negs. “We are talking about a

. . “ning Schulte-Noelle, chief exec-
- m of market leader Altianz.
" Ca will be forced to
pay- much more attention to
- 'poiicy development, particu-
- larly in life insurance, and
“Tesponid more rapidly to inno-
" vation as both they and new
market entrants are freed from
-the tight restrictioger oé'n' the
supervisory office in :
.“Fgr the first time in Ger-
" 'man insurance history undei-
‘writing of private customer
‘business will have to be cre-
. ative,” says Mr Claas Eley-
‘boldt, chairman of Colonia
Konzem, holding campany of
the Colonia and Nordstern
7 At the same tine, customers
will he faced with more choice

~ \Both Dr Schulte-Noelle and Mr
. “Kleyboldt see an jncreased role
for the insurance companies
:agents, who dominate distribu-

“different game,” says Dr Hen-

" ‘and more difficult decisions. -

simply a sales function and
will require more training, bhut
it is determined to maintain
control over this itself

Germany currently has
almost no control over the
insurance sales process, rely-
ing on close regulation of the
insurers and on their own
image-consciousness. Never-
theless, in recent years there
has been increasing concern
over dubious practices, particu-
larly by some of the growing
number of independent sales
companies and in the new
states in eastern Germany.

An increage in price compe
tion is also regarded as inevita-
ble, with equally farreaching
implications. Dr Knut Hohl-
feld, president of the Insurance

Mutual insurers already have
the ability to increase premi-
ums at any time, by member-
ship vote.

Fewer changes are predicted
in industrial lines. These are
already open to the single mar-
ket, but with little effact on the
traditional links between Ger-
man industry and German
insurers. Part of the reason,
according to Dr Michaels, is
that policies ware already of
international standard and
prices had become so low that
few outsiders were interested
in competing for business.

Industrial, fire, and loss of
profit lines have suffered
heavy losses. Since 1991 Ger-
man insurers have [inally
begun to demand premium

Car thefts — many for export to eastern Europe
— together with losses from eastern Germany,
have led to heavy losses on motor insurance

Supervisory Office, acknowl-
edged in an interview in Febru-
ary that German insurers had
been cross-subsidising Iow
commercial insurance rates
with profits from private cus-
tomer business, an - allegation
which the industry itself con-

Neveﬂrythelas. with a view to
the future after 1984, Mr Kley-
boldt comments: “T personally
think that the best thing that

.¢ould have happened was the
disaster in comprehensive

motor i ce this year and
Jast.” Increasing car-thefts -
many for export-to eastern
Europe - together with losses
from eastern Germany, have
led to heavy losses on motor

insurance. )

In response. insurers have
set restrictions on the cover
affered. They have also pressed
for rate increases, requesting
between 10 per cent and 20 per
the right to increase premium
rates during the Bife of the pol-
jey ~ which i& generally lang
by European standards.

increases, which have risen by
80 per cent to 40 per cent. In
the past, big industrial con-
glomerates have been able to
demand cheap cover and very
small deductibles, while using

- gg-called in-houmse insurance

brokers to earn a profitable
commission.

Insurers are now demanding
increagses st time when their
clients are under severz finan-
cial pressures of other kinds,
As a result, in the langer term
there. may be important
changes in how German com-
panies insure. Already some
are trading off increased
deductibles against a smaller
increase in premium rates.

German industry has also
been relatively insulated from
the increasing use of captive
insurers and other self-funding
mechanisms. In the UK, the US
and Sweden, hall of all cover
for big industry Is carried out
like this this The Customs
House Dock financial services
centre in Dublin has been a
particular beneficiary of the
inerease in German-owned cap-
tives, and the trend can be

_ ' Insurance is learning to live with EC directives, writes Trevor Petch

© Need to respond faster

to continue.

Another effect of these
changes is increased attention
to redncing administrative
expenses, partly to counterbal-
ance rising claims costs. Dr
Schulte-Noelle also draws an
explicit connection with
increasing price competition
for personal customer busi-
ness, as well as the pressure
exerted on cost ratios by the
development of new business
and, especially, supporting the
new market in eastern Ger-

Attempts to win market
share from Allianz’s local sub-
sidiary, Deuntsche Versicher-
ungs, the suecessor to the for-
mer state monopoly insurer,
has generated heavy losses for
some insurers which marketed
policies at a heavy discoumt.

Germany has successfully
demanded from the EC special
dispensations to maintain its
traditional insurance account-
ing procedures, The lowest
value principle {(which enables
German insurers and relnsur-
ers to build up large hidden
capital resarves in additien to
the compulsory but lax-effi-

sant ial against

fluctuations in underwriting
results) will be maintained. So
will the bar ou discounting
loss reserves.

Together these “bave lod to
the high safety margin we
have had in Germany for
decades,” Dr Michaels says.
The insurance accounting
directive will force German
Insurers to disclose the market
value of their assets, bat is
expected to delay implementa-
tion of this directive for as
long as possible ~ probably to
the end of the decade. Such
disclosure could lead to a kind
of rating or competition
between insurers over the level
of hidden reserves. Dr Michaels
thinks that this would be to
the industry's disadvantage.

Trevor Petch fs editor of World
Insurance Report, the Financial
Times newsletter

activities and its domestic
lending bunsiness.

First, together with its
French associate Credit Com-
mercial de France, BHF will
pay £235m to buy a 90 per cent
gtake im Charterhiouse, a Lon-
don-based merchant bank.

Second, it forged a domestic
co-operation apgreement with
IKB Deutsche Indusiriekredit-
bank, a Diisseldorf-based bank
which specialises in providing

long-term finance to small and
medium-sized businesses.

The agreement fs ynderpin-
ned by a share exchange under
which BHF took 2 10 per cent
stake in IEB, while IKB
bonght 3.5 per cent of BHF's
shares. Together the two insti-

- tutions have total busimess
volume of DM100bn

The acquisition of Charter-
house is the more ambitions of
the two moves, representing a

determined attempt to build
op a pan-Emropean corporate
finance group.

“We are convinced that as
the process of European nnion
gathers pace, cross-horder
mergers and acquisitions will
become more important than
ever before,” Mr Struiz says,
explaining the rationale
behind the move.

“As medinm-sized compa-
nies gear up to face the reali-
ties of a single market they
will face a growing need to
seek external sources of capi-
tal and will be increasingly
obliged to seek third-party
cross-border finaneial advice.

“We decided that the best
way to tackle the market was

not by settimg up our own sub-
sidiary or taking a passive
financial investment - but to
make an ontright parchase.

“Either of us {(BHF or CC
could have done the deal on
our own,” says Mr Strutz, “but
this would have done no more
than bring one institntion's
home market into the equa-
tion. The way we have done it
creates something nnusual — a
trilogy of corporate finance
operations in London, Paris
and Fraokfort.”

The aim is fo make the ser-
vices of this triple alliance
available to BHF's domestic
client base — and also to the
8,000 medinm-sized companies
which are clients of IEB.

What first-class investment is offered by
Frankfurter Hypothekenbank in Europe?

Our Pfandbriefe.

The growing variety of securities
available on the financial markets
has today made safety and yield the

key factors in any investiment
decision.

Under German mortgage bank
law. Pfandbriefe. which are bonds
secured by mortgages and claims
on the public sector, must be backed
by separate cover funds consisting
solely of such collateral with at least
rnatching volurne and yield. Comn-
pliance with these rsquirements
is monitored by a state-appointed

trusiee.

Pfandbriefe of the Frankfurter
are traded on the Frankfurt Stock
Exchange, offer a wide range of

maturities and give yields which are
generally higher than those on
German Treasury bonds - all of which

goes to make them a very attractive
invastment. Pfandbriefe of the

investors’ portfolios.

our latest literature.

Frankfurter already in circulation -

worth more than 25 billion Deutsch-
marks - have become a permanent
assel in many selected international

Pfandbriefe of the Frankfurter
have received Standard & Poor's
highest possible "AAA" rating.

We shail be pleased to send you

Frankfurter Hypothekenbarik AG

Junghofstrasse 5-7
G-6

Frankfurt am Main

Frankfurter @

Hypothekenbank

“Thes 15 an mvestment advertsemant 1asued by Frankiuriar Hypathekanbank AG being approved by Deutscha
Bank AG Landon, @ member of tha SFA pursudnt 10 the rules of the §FA. Sinca tha invesiments are Issued
and ragulated in Garmany. the gretéction provided by the UK. regulatory aystem does not apply and these
Imsastmants 3 excluded framn the UKL investors Companaation Schama”
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Judy Dempsey assesses expansion prospects for eastern Gérmany

Likely to be a long haul

to insurance, are-now firmly estab-

lished throughout eastern Germany.
But the expansion of these services
depends an two factors: the extent to
which the economy of the five new states
will start growing. and the resolution of
outstanding property rights.

Western Germany’s big banks, and the
private banking sector, moved quickly into
eastern Germany in late 1990.

The expectations at that time wete high,
but they were shori-lived. Basiern Ger-
mans rushed to spend west German marks
exchanged for the largely worthless ost
mark. But the consumer boom ended over
2 year agn, The cast Geripans are now
beginning to save. However, what banks
want to see i3 the expansion of the market
- and that is not yet happening.

Therg are two reasons why the market
is not growing as fast as it should. First,
eastern Germany's exports were depen-
dent on the former Soviet Union and the
countries of eastern Europe. Monetary
union meant thait these coumtries could
not afford to pay hard currency prices for
eastern German products.

In turn, eastern German products could
not compete on western markets. In short,
any western German or foreign imvestor
who decides to locate in eastern Germany
an:deoesso with the expectation of a leng

No banker or investor expects to make
quick returns — with the exception, per-
haps, of the construction indusiry.

FINANGIAL services, from banking

. This is a common view shared by the
wast German-owned mitielsiand: the small
and medium sized companies which are
now settlng up subsidiary companiés in
eastern Germany, and which formed the
backbone of Germany’s post-war develop.
ment. Each mittelsiand manager in east-
erft Germany has his or her own tale fo
tell. But all agree that these new compa-
nies have to find new markets - markets
which are concenirated on the Jocal
region. High labour and transport costs, as
well as low productivity, means that the
mittelsignd in eastern Germany cannot
expect any advantages with regard lo com-
petitive labour costs.

“These small companies cannot cluster
arotnd large industry in eastern Germany,
simply because this heavy industry and
manufacturing base nc longer exists,”

Neither the banks nor the
fledgling mittelstand in eastern
Germany can expect quick retumns

. ]
explains Mr Georg Krupp, 2 member of
Deutsche Bank's board and a specialist on
the mitlelstand in easiern Germany.
“These companies have to start from
scratch. The memory and spirit of the
entrepreneurial culture in eastern "Ger-
many has to be recreated.” he adds.

This means that neither the banks nor
the fledgling miltelstand in eastern Ger-

many can expect quick returns on Invest- .

ments. Financial services will therefore be
oriented towards the very long terms,
vather than the short term.

The growth of financial services in the
regioh will aiso be dependent on the levels
of unemployment. Real unemployment -
including part-time work and job creation
schemes - now accounts for between 30
and 35 per cent of the labonr force.

This figure could inerease with job guar-
antee contracts agreed between the Trew
hand, the agancy charged with privatising
eastertn German Industry, and these who
bought firms from the agency end. The
Treuhand has managed to secure 1.4m job
places. An increasing reduction n con-
sumer spending will have an impact on
financial services.

Another preblem which dogs the eastern
German economy: rights.

The unification treaty stipulates that
any property seized by the Nazis between
1935 and 1945 can be reclaimed, or its
original owners can seek compensation.
The same rights apply to those whose
property was seized by the communists
after 1949, until 1990. But those whose land
was expropriated by the Russians occupy-
ing eastern Germany in 19451949 can only
seek limited compensation.

Although the government has now made
it easier for investors to purchase property
- provided they are committed to creating
jobs and investment — sorting out who
owns what. and what level of compensa-
tion the original owners should be
granted, has delayed both western German

Adeightadeaﬂeenmdummh1—1mmmwwhm&.mu%«mmmcm

and foreign investment in eastern Ger-
many.
In eastern (iermany there are over Im

property
factories and tracts of land. In Berlin alone
there are over 114.000 ouistanding claims.
In Leipzig, a thriving city in the southern
eastern state of Saxony, the aut]:orltles
have vel to process over 25,000 claims,
Claims take time. In some cases the rela-
tives or heirs cannet be contacted. Even if
they can be found, and all the relevant
documents are presented {o the
rights offices in each city, constant dis-
putes over the levels of compensation take

place. There is alsa the emational problem

of reclaiming property in which some fam-
Nies have lived for decades. Effortshave

latter, particularly if they
property in good feith. But nevertheless,
justice ministry officlals in the eastern
German states say that the whole question
of property rights has slowed dowu invest-
ment.

"It is too late now. But we should have
decided on one or the other — compensa-
tion or restitution. The law has pleased no
on2. But when it comes to property, [
wonder whether any cther decision wonld
have pleased everybody.” a senior justice

mmzsn?oﬂic!s.!sandreaentb' T
Qutstanding property rights are-expec.
tedtoberﬁolvedmahoutlﬂYBars.Bm
western German investors, bankers, and
thebusinﬁscommm:tyamthatitwm
mkeatlastmyaarsﬁoreasbamGermany

to create an infrastructure and an environ.

ment ‘which will allow it to compete
withmﬂlewholeof(}e:ma.nyandthe

European
“No matter what sector of the economy
you talk about, we have to look to the long
term. There is-no such thing as a quick
buck now in eastern Germany. It will be 2
%hardslog. says Deutsche Bank’s Mr
pp.

N the last working day

of 1982, shareholders in

Germany's second larg-
est insurance group approved
the sale of Germany's sixth
largest bank to Cré&dit Lyon-
nais, the large state-sector
French bank.

The timing of the deal was
charged with symbolism:
shareholders in Aachener und
Miinchener Beteiligungs
(AMB), the second biggest
insurance group in Germany
after the Alllanz colossas,
approved the sale of a major-
Mty stake in BfG Bank to the
French institation on the very
eve of the formal opening of
the single European market,

This DMi.2bn transaction
was linked with a second,
related deal, bringing AMB
into a formal co-operation
agreement with Assurances
Génerales de France (AGF), a
large French insarance com-
pany. This brought the man-
agement of AGF on to the
bhoard of AMB, allowing it to
exercise fall control over a 25

per cent sitake in AMB — -
mulated against the initial
wishes of the German compa-
ny's management.

These two related deals were
part of a series of cross-border
alliances forged between Ger-
man and Frenck Ffinancial
institotions during the past
year. Companies from the two
neighbouring countries have
been taking steps to make the
§it;gle market a practical real-
ity.

Dresdner Bank has
completed a co-operation
agreement with Bangue
Nationale de Paris.

L |

Three further examples of
@ Dresdner Bapk - Germany's
secand biggest bank - which
has compleled a co-operation
agreement with Banque Nat-
jonale de Paris.

The contract, which will be
sealed with a 16-per cent cross-

David Waller reviews Franco-German financial relations

Cross border deals blossom

holding later this year if BN
is privatised aecording to plan,
provides for detailed co-opera-
tion in a number of areas.

The two banks will make
use of each others' home conn-
try branch networks.

They will parsue expansion
into third conniries jointly
and they have already formed
joint banks in Hungary and
Czechoslovakia.- |

Although eontiractual agree-
ments of this sort are hannted
by the memqry of the failure
of a simiiar agreement
between Crédit Lyonmais and
Commerzbank, both parties
are convinced that they have
worked ont the scope of the
co-operation to the smallest
detail - and that.the agree-
ment is the best way for both

to expand beyond their home
markets,

@ The Deuische TerminbSrse
(DTB) - Germany's thriving
electronic fatures and options
exchange -~ is working with
Matif, the French derivatives
exchange, on an ambitious
plan to link their markets.
Under the agresment, mein-
bers of the two exchanges will
be able o trade each other’s
products. Matif will also gain
access to the DTB’s screen-
based dealing technology.

@& BHF-Bank, a Frankfurt-
based institniion which likes
to ca]l jiself the “German mer-
chant bank”, joined forces
with Crédit Commercial de
France to buy a 90 per cent
stake in Charterhouse, a UK

merchant bank. The £235m

deal represenis a Franco-Ger-
man initiative to build up a
three-legged cross-border mer-
chant banking group.

The [argest of the four trans-
actions was the AGF/AMB and
Crédit Lyonnais/BIfG deal,
corapleted only after monihs
of borsetrading between some
of Frapce and Germany's larg-
est financial institutions. Dur-
Ing this long-winded process
the chief executive of AMB
Iost his job, mainly becanse he
opposed the process of
co-operation with the French.

For mergers and acguisi-
tions followers it was a conti-
nental Eurcpean treat: the
deals were dome in back-
rooms, far from the serutiny of
the financial markets, with
one supervisory board chiel

haggling with another,

In this battle of the piants.

the interests of minority
shareholders were hardly par-
amount.

UE merchant banking advis-
ers played a role, bt all too
often a limjf{ed one: §.G. War-
burg advised Wolf-Dieter
Banmgartl, AMB’s chief execn-
tive, on how to stav indepen-
dent of the French; the advice
was to no availi — Bammgartl
was onsted by the pro-Freneh
chairman of his own supervi-
sory hoard.

An added note of exoticism
was provided by AMB's
defence strategy, which was to
hide hehind a special class of
“vincnlated * shares, which
gave AMB the right to decide
who shonid have voting rights

and who shonid not.

If the affair began last year .

on a distinctly unfriendly,
non-European note, relations
between the insurance compa-
nies became more harmonious.
The votes on the vincnlated

shares were recogmised after

the French were able to pro-
vide AMB with a solution to
its BfG problem.

BiG-Bank - originally the
Bank fiir Gemeinwirtschaft, a
irades nnion bank - came

All parties were happy
when AMB introduced
Crédit Lyonnais as a buver
for Bf(3, the Gertnan bank

under AMB’s control more
than five years ago. The aim
was for the hank to sell the
insurance company's products,
but the ventere into “Allfi-
nanz” wes illfated. The bank
suffered from its exposure to
the Co-Op retailer {which
tearly went bankrupt in 1989)

m_:d;ﬂfmni high exposure to
problem coaniry sovereign
loans. ' .

. BfG-Bank cost its parent bil-
lions of D-Marks, and was a
miilstone around fts neck,
especially at a time of change
I‘z:he&emaninsmamemr—

But for Crédit Lyomnais. the
opportunity - to bay .the bauk,
with 200 branches In cast and
western Germany, represented
a one-off chance to establish a
significant presence- in the

Thus all parties were happy
when AMB miroduced Crédit

" Lyonnais - its fellow state sec-

tor institntion — as a buyer for
BfG. In -return, AGF won its
mﬂuemeovertheblgGerman
insurer,

Thedealwasoppnrtunisﬁc.
Bat " the net result “‘was
co-operation in keeping with
the spirit of the singie market

theirappmvalatﬂleendof

_ last year.

if you are going to invest in Europe, you will need a
good financlal script. Have yours written by DePfa-
Bank, Germany’s largest morigage lending insfitu-
tion, with over 70 years experience in the business.
Investors apd developers are able to benefit from
our unique knowledge of the German market And
from the resources and expertise of our European
sgbsidiaries and affiliates. In parinership with them,

Seventy years of
al-estate cre d|'tS |

we provide medium- and long-term fixed rate fin-
ancing packages for large and medium-sized real-
estate projects. And you can rely on DePfa-Bank for
advice on everything from site selection to leasing —
and for contacts that can make a world of difference.
Get in touch with DePfa-Bank today.

DePfa-Bank, Paulinenstrasse 15, 65189 Wiesbaden,
Germany. Fax D1049/611/348548

DePfa-Bank

Deutsche Plomdbriet- und Hypothekenbank AG

NORD/LB's RE;

WE PUT YOUR PLAN IN MQTION.

* Hamnover -

“The shortest distance between
two points is a straight line” is a
saying here in northern Germany.
This is a principle which we also
follow in the professional real-
estate business, particularly in our
specialist fields of commercial
real-estate financing and long-
term credit. As one of the ten
largest banks in Germany, we also
have extensive marker knowledge
and the essential know-how o
make us the ideal partuer for
many professional investors: You
cari bank on it! :
OUR OFFER: .

Request our brochure "le
Estate Banking” or talk over your
real-estate planning persondlly -
with our experts. Telephone: -

T A9/511361-6161 ar 6111

Hannover

chweig 49/531/487-3951
Berlin 49/30/8543098
H‘mbxrg 49/40/3480556

49/214/135185
A9/69/71400779°
19/711/226307)
, 49/89/554017
49/391/58590

"NORDDRUTSCHE LANDESBANK

GIROZENTRALE -
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Opera

'Gardiner’s

“Marriage of
. - s ’
Figaro
ozart’s
Gardiner isﬂp;eu':zmtpagt
Grammophon is belng
concerts which have
:h welcome feature of sum-
e South Bank. Idomerteo
:Lat clemenza di Tito and Die Eny.
so far, Cosi
Te and
in the Queen Elizabeth

- Hall Gardiner is conducti
Derformances of Le nogze mq

. _..:' “Concert perfmml is & mis-

romer for these highly detailed

'a'-p;j_esentations. “Three guarters

o rou b
_ Bers wear modern dress -
‘white tie for the Count, a leather
walstcoat for Figaro, evening
| - and play
In front of a painted backdrop after
Fragonard. 'I")huire is aif:llngle chair,
. mercifally no

-The London concerts follow a m
pean four that has ineluded fgll
. stagings in Lishon and Paris amd
presumably alt the business and
the productions points gre derived
from those, though no stage direc-

~" tor is credited in the programme.

- Given the sell-imposed con-
straints it is an energetic evening,
g]l of bust:le“amzf;nil!:li:ent. with
trances spilling stage and
-into the auditorivm. ¥ is o
gauged so that action does not
intrude into the final recording,
where the subtleties that some-
times seemed missing from the act-
ing (in the ambiguities of the the
final-act reconciliations most sirik-
ingly) would be able to emerge

- through the vacal lines. The spry,

.Aranslucent textures of the English

‘Baroque. Soloists allow ithe Mght |

young veices of much of the cast to
carry eastly and expressively; the
singers have chosen carefully for
their voeal flexibility and wit.
- With every appearance Bryn Ter-
. fel's Figaro seems to gain steadily
ir his emotional range, sepse of
timing and vocal assurance; Alison
Hagley's Susanna, new to me, was
a delight; one expected the grace-
ful, tdiomatic singing, and winning
Stage manner -not necessarily the
nicely judped wit. There is a men-
acing, if slightiy underplayed
_ Count from Rodney Giliry, elegant,
calm Countess from Hiflevi Martin-
- pelio. Pamela Helen Stephen makes

" a gawky, nicely ganche Chernbino;

Sesan McCuiloch (Marceilina),
Carlos Feller (Bartole), Framcis
{Basilio and Don Cuarzio)

. Egerton
and Julian Clarkson (Antonio) flesh.

out the comedy withont every
descending Into coarse acting, and
Constanze Backes makes a great
deal of Barbarina’s aria. ]
Most of all, thongh, it is Gar-
diner's evening; he invests every
‘nomber with dramatic pace and
point, pays the closest attention to

- rhythmic detail and watches and

 and IV, decisions lucidly justified

""when the CDs appear;

supporis his singers like a minis-
tering angel. It is always involving,
always moving and finally joyously
uplifting.

The musical text is fall, but Gar-
diner favours uncoaventional
orderings of the items in Acts DI

in the programme. The Countess’s
“Dave sono™ is brought forward in
the third act, before the sextsi, and
hence clarifies the progression
“from tension throungh comedy fo
Jcelebration; In the fourth the reci-
tative that precedes Figaro's

" . “aprite un po™ is interrupted by

Susanna’s “Deh vieni”, to give his

" outburst much more dramatic

‘point. Traditionalists :m 2? able
to. programme  out the revisions
“whan the record-

g, though, promises.to be very
- Special. :

Andrew Clements

Queon Elizaheth Hall; sponsored by
National - Power, Further perfor-
: mance toright

INTERNATIONAL

ARTS

UIDE

" B BATIGNANO
- . Adam Pellock’s intimate, outdoor
Opera festival, Musica Nel Chiostro,
opens on July 22 with ths first of
¢ of Le Disgrazie
- d'Amore by Antonlo Cesti (1667),

", followed in early August by six

of Bemstein's

]

; comer of Lake Constance continues

" .. " to-solidity its connection with

- front-rank British producers.
. Jonathan Miller's new staging of

"~ ~~Fadora opens this year's festival

'-:.'ZmJuiyzo.wimMamZampleﬁln
. - the title role. David Pountney

"I ~pmoduces Nabucco on the fioaling
- shage. Ends Aug 22 (05574-4920

“Kiss kiss bang bang” is the

formuia in filins. “Kiss kigs” ?5:::
to the bits where two people melt
ogether, softened by the string sec-
uonandluredbythemsnﬂcpush
towards Oneness. “Bang bang™
(leave aside more risqué meanings)
refers to the bits where two or mora
people enact the ultdmate ritual of
atomisation: split apart from each
other, from the movie or from life

itself
But “Kiss kiss bang bang”, how-

‘ever potent its potential, can niever

hethewho]estoryinaﬁlm:memy
ming to richer things.

an
-'_ltt;wodnflthist:ee}:‘s American mov-
185 deploy the formula In ajl its
schematic

and are then
surprised when audiences who
begin by whooping with excitement
end up sickiled o'er with the pale
s
Dog And Glory screen-
writer Richard Price, tangy chroni-
cler of life on the edge in films like
Sea Of Love and The Colour or
Money, gets what he may have
thought a “Eureka” idea for a
KKBB plot. Shy police photographer
Robert De Niro accidentally saves
the life of crime boss Bill Murray -
inght_ening off the thief who is
standing on Murray's face during a
convenience stere robbery - and
then falls in love with the girl (Uma
Thurman) whom a grateful Murray
“loans™ him. Will bullets fly when
the little man tells the big man that
he carmot have the lady back?
Since director John MeNaugh-
ton's last film was the grimily pro-
vocative Hetiry: Portrait Of 4 Serial
Killer, 21l bang and no kisses, we
wonder how he will cope with the

Cinema/Nigel Andrews

The ‘kiss kiss bang bang’ formula

twe-tone mandates of commercial
cinema. Answer: scarcely at all.
After a gruesome, Hemry-ish first
scene shot in blaek and white - a
roadside drug deal sealed with two
bullets in two brains - we swing
into the wacky, all.colour world of
Chicago crime and punishment.

De Niro 15 a timid, gentle, creasy-
faced lepner who hums “That ol
black magic™ as he snapshots
corpses. Murray has a mug that
could crack a mirror but he loves
hig friends and does stand-zp com-
edy routines for his fellow boods.
And Thurman is a little packet of
fizzy sex appeal sent to De Niro as a
“seven-day singing telegram” and
oulstaying her Hime limit,

These lovable goofballs never
eXisted outside a film, nor did their
slap-happy schedule of love and vio-
lence. The romance-and-action alter-
nations might have been designed
by a committee, A fow minutes of
rough stuff cut on police patrol;
then a few of De Niro and Thurman
going kissy-kissy on his sofa (bur-
bling saxophone and harp glissan-
does on Soundtrack); then a few
more of thudding corpses or crash.
ing fists; then some buddy-buddy
cosiness hetwegn De Niro and Mur-
ray; then more mayhen; then more

Finaily the film disappears up its
own regimented schizophrenia: liv-
ing, or half-living, proof that when

the. kdss-kiss-bang-bang formula ts
mishandled it no longer seems a
pithy precis of haman life, more the
product of an entertainment indus-
iry handing out love and violence
like a pill doctor dealing out uppers
and downers.

Much the same perfonctory pre-
scriptions are on offer in The Assas-

MAD DOG Jl"\él;iD GLORY
{
John McNaughton

THE ASSASSIN (18)
John m

RED ROCK WEST (15)
John Dahl

THE FENCIHG MASTER
{12)
Pedro Olea

sin, America’s remake of Nikiia.
Luc Besson’s French original gave
us Anne Parillaud as a drug addict/
murderess turned glamorous gov-
ernment hitwoman. Spared the ulti-
mate penalty hy a State who for-
gave her eriminal past in return for
2 future of hired liquidation, she
dashed around Europe popping off
VIPs while trying to achieve emo-
tional normaicy with her boyfriend.

The cleverest, maddest scene in
Nikita had the heroine fitting up

her gun in a hotel bathroom for an
immediate “hit" - she has received
a phope call in midJove scene in
the badroom ~ while the boyiriend
bangs on the locked door suffering
from a combination of curiosity and
eoitus interruptus. Hollywood perk-
ily re-runs this scene, with Bridget
Fonda doing her nut over the
assembly-kit rifla while her frus-
trated Californian hippie (Dermot
Mulroney) quizzes through the
door.

Eisewhere, The Assassin is less
convineing than Aifita even on the
French film's absurdist, [abulist
terms. As in Mad Dog And Glory,
aufomatism takes over the kiss.
bang franchise. We hegin with the
explosive: robbery, murder, arrest,
violent training. Then like sogthing
sorbets between belpings of red
meat, we keep being served roman-
tic entr'actes.

There is Cabriel Byrne, the secret
service smoothie whose hard exte-
rior conceals a made-in-Hoilywood
heart; Mr Mulroney, our heroine's
oceanside Galahad: even Anne Ban-
croft. who runs the Assassin Train-
ing School's charm school and
teaches the young gels the finer
things of fife. Like how to walk, talk
aad court; how to remlove bones
from the throat during posh dinners
{sic); and how to dress correctly for
Mr Right.

The Bancroft scenes are totally

barmy. But then as directed by
John (Saiurday Night Fever, War
Gemes) Badham, the whole film is
barmy. As with all bad kiss-bang
cinema, plansibility is pushed aside
by the fallacious creed that all you
need to ensnare an audience is a
remorseless, nonstop Yin-ing and
Yang-ing between the romantic and

Red Rock West comes closer to
getting the recipe right. Kiss-kiss is
put on a back burner - or allowed
to lle around defrosting - until the
ingredients for bang-bang are prop-
erly heated. Job-hunting hobo Nic-
olas Cage, arriving in Red Rock,
Wyoming, is mistaken by bar-owner
J.T. Walsh for the hired killer he
plans to set on his wife (Lara Flynh
Boyle). Walsh gives him $5.000 for
the job; Miss Boyle gives him
$10,000 not to do the job - orto do it
ol Walsh; and so the merry imbro-
glio begins,

Soon we have stalkings,
ambushes, gunplay and Dennis
Hopper, stark mad in a Mexican
jacket as the real late-arriving hit
man. And before the bang-bang cii-
max in a studio-built graveyard, we
have all we need in the way of kiss-
kiss: Mr Cage and Miss Boyle
exchanging some moody, noirish
moments of passion in her darkened
hacienda.

Director John Dahl's previous fea-
ture was another attempt at stylish

pulp. Kill Me¢ Again. He and co-
writer brother Rick must have had
the complete works of Jim Thomp-
son or James M Cain dropped on
their heads as children. Red Rock
West runs into a diminishing-re-
turns zone before the close: too
many self-conscious "surprises”, too
much strenuously hardboiled dia-
logue, But before that, what a plea-
sure to see a kiss-bang thriller in
which both forms of consummation
are dealt out stowly, teasingly.
appetisingly, rather than foree-fed
to us from frome one.

*
The Fencing Master is a similar but

- Spanish tale: more kiss-kiss-swish-

swish. A rapier maestro in 18605
Madrid (Omero Antonutti) falls in
love with his beautiful. mysterious
iady pupil (Assumpta Serna). Could
she be a political agent, limbering
up for an assassination programme
as Spain breathcs the first heady
scents of Republicanism?

Soon bodies are thudding te Iloors
and corpses are being extracted
from rivers. The fencing scenes, as
well as providing sublimated love
play, become teasing, inquisitorial
pas de deux between the suspicious
master and the suspected mistress
of deception. Director Pedra Olea.
adapting a novel by Arturo Perez
Reverte, could have given his cam-
era more rapier-like dash and force.
With each scene we seem to bog
down in a new sub-Velasquez tab
lean. But at least in Spain, unlike
some parts of Hollywoad, love and
violence are seen as subtle, sedi-
tiously symbiofic forces rather than
mere seesawing extremes for a vari-
ety-hungry audience.

Ballet/Clement Crisp

| The Kirov’s
‘Romeo and Juliet’

ould this be the Kirov Bal-

let? Was this really Leonid

Lavrovsky's Romeo and

Julier? The opening perfor-

mance of the Kirov seasen on Tues-

day evening was one of those occa-

sions when doubt replaces delight,

and you seek excuses for what is on
view rather than superlatives.

We_ have loved, honoured the

Kirov since ifs first London visit in

1981 — and the souvenir programme

ible production, it is hard to accept
this fa¥rago ds worthy of a theatre

We saw Lavrovsky's Romeo on
the first night- of the Bolshoi Bal-

Juliet - our frst sight of Ulancva,
who was to seem that night a
genius of the dance in her purity
and expressive truth. The staging
was handsome; Pyotr Williams'
designs were opulent, so veristic
that “one could almost smell the
Verona draips”, and filled with
bustling life, with tremendous
drama, with passionate and passion-
ately convincing dancing. We were
subjugated by the breadth and gran-
dewr of Lavrovsky's production -
the chorecgraphy a bit predictable,
perhaps, but done with devastating
power — and by the generosity of
the performances.

This Romeo had, though, been
first staged for the Kirov Ballet in
1940 with Ulanova, and it is this
version which the troupe has now
brought to London. It is wholly dis-
appointing. The scenery Is credited
in the sketchy cast-sheet to “P. Vily-
amo” {(who is, I suppose, Pyotr Wil-
liams). It is predictable, functional,
and looks ill-realised and somewhat
ricketty. The choreography is not

still in action. This year's operas
include Una cosa rara by Mozart's
Spanish conmemporary Vicente
Martin Y Soler (conducted by
‘Nicholas McGegan, first night July

credited at all - a slip, or an admis-
sion? — and is shorn of the triptych
prologue, which is included in the
printed lbretto. The company per-
formance is, frankly, miserable.
There are phalanzes of people
looking shifty and wearing inefiably
guaint character costumes. (Most of
the nobility and geniry seem
inspired by Tommy Cotper’s cale-
brated impersonation of Hamlet),
Montague is an em bean-
pole; Tyhalt has cornered most of
the brightest-coloured stuffs, well
set off by a gang of chaps pretend-
ing to be puards in tin hats and
sagging black St. Trinian's kmick-
ers. A good deal of furnishing fabric
swishes about as High Renaissance
fashion. The effect, were it not so
sad a travesty of a fine ballet, would
he hysterical.

These problems are compounded
by characterisations no less improb-
able and unworthy. Shameless mug-
ging or disinterest mark the drama,
with a lamentably weak dance style
in the few moments which demand
classic exactitude. (The unidentified
male soloist in the ball-room diver- .
tissement was very disappointing
the scenery-chewing in Juliet’s bed-
roora by her family and the nurse
was a ripe exampie of the art of
coarse acting. The National Theatre
of Brent could not do better).

Embedded in all this were two
valuable interpretations. The curi-
ous fact is that they were given by
Moscow guests, in the leading roles:
Nina Ananiashvili and Yury Posok-
hov. Ananiashvili shows us Lavrov-
sky's Juliet, a child suddenly grown,
to womanhood as she and Romeo
fall in love. We see it happen in the
exquisite “private™ front-cloth scene
at the ball when the lovers are
alone, and like Ulanova, Ananiash.
vili makes it ecstatic, fateful. The
later progress of the drama comes
inevitably and touchingly from this,
and Ananigshvili charges the dance
with a powerful physical image. As
with Plisetskaya in this tole, she
justifies the dance by the clarity
and power of her style, and beauti-
fully so in the balcony duet.

Etta James. Fringe sessions at the
New Q's Club look good, with Ray
Brown Trio, trumpeter James
Marrison, Elvin Jones and Michel
Petrucciani (021-963 8282).

10) and Grétry’s beautiful Zémire Montreux's classical music festival
et Azore (staged by John Cox). Ends  runs from Aug 20 to Sep 24

Sap 4 (08-660 8225) {021-983 5450)

B GLASGOW N KUHMO

This year's Intemational Jazz
Festival, opening tonight, balances
Oscar Petersen, Nina Simone, BB
King and Tony Bennett with the
mare exotic sounds of Don Pulien’s
Afro-Brazilian Connection, the Art
Enssmble of Chicago and Hermeto
Pascoal. Ends July 11 {041-227
5511) ’ )

e

B MACERATA
Renato Bruson sings the litle role.

in Rigoletto, which opans the festival
on July 15. This year's other operas
are Lucia di Lammermoor staged

by Josef Svoboda and staning
Valeria Esposita, and Ls nozze di
Figaro conducted by Gustav Kuhn.
Ends Aug 11 {0733-230735)

e

B MONTREUX
The Jazz Festival {July 2-17) has
moved fram the foreshore of Lake
Geneva and the crumbling confines
of the town’s Casine to the shiry
new Stravinsky Auditorium. QuinCy
Jones oversess a fortnigit of
showcasing from Bazil Masters
(inchuding Gilberto Gif) and Soul
and Jazz (Al Green, Chaka Khan,
Ramsey Lewis) to the world

ke {featuring ey
Euslue‘;eSummlt with BB King and

To this tiny Finnish town below the
Arctic Circle and just west of the
Russian bordes, distinguished and
newly acclaimed European and
American ensembles and soloists
come to provide up to five concerts
daily, besides glving masterclasses.

What makes the festival continually *

exciting is that so much of it
consists of fine performers who
have just had a few days to
rehearse together, Chantces are
taken, spur-of-the-momant insights
fiashed. The atmosphere, amid all
the iakes and pines, is blassadly
informal. This year (July 16-Aug

1) several leading British musicians
figure, and theré are song recitals, -
Japansse concerts, the Maly Ballet
and some chamber opera

{D85-520838)

W PESARO
The Rossini opera fostival opens
on Aug 9 with the first of four
ances of Armida, staged
by Luca Ronconi and conducted
by Daniele Gatt, with a cast led
by Anna Caterina Antonaccl, Ramon
vargas and Jeffrey Francis. This
year's gther production i a revival
of the Pizz staging of Maometto
}i starring Cecilia Gaedia. Raina
Kabaivanska sings arias by Gluck,
Rossini and Cherubini on Aug 18,

I ——

Yuri Posokhov and Ninra Ananiashvili, guesis from Moscow

Posokhov, now with the Royal
Danish Ballet, is a superb Romeo.
His natural elegance — everything
light, true, harmonicus - is allied to
a quiet dramatic sincerity. He pene-
trates to the heart of each dance or
emotional moment, and shows us
its essence. Wonderful the tight
focus of bis anger in the fight with
Tybalt. 'The ardours of the young
lover, the intensity of his feelings -
even something heedless in
Romeo's temperament - are beauti-
fully stated.

and Maurizio Pollini glves 2 piano
recital on Aug 21. Ends Aug 22
{0721-33184)

mair Muwr

Together, these two guests
reminded us that Leonid Lavrovsky
was one of the masters of Soviet
ballet, a fact which the Kirov Bal-
let’s lusireless presentation was at
pains to minimise. The presence of
the Mariinsky Theatre orchestra
was the other positive factor of the
evening: “authentic” performance,
such as these fine musicians gave
under Boris Grouzin. is a joy.

The Kirov is at the Colisenm with
varying programmes until July 31

conduct two Jessye Norrnan

concerts on Aug 2 and 3. A notable
occasion will be the farewell concert

on Aug 9 of Christa Ludwig, one

#l RAVENNA

The line~up over the coming three
weeks includes conceris conducted
by Muti, Gavazzeni, Boulez and
Sottt, plus a series of piano and
song racitals. Ends July 21
{0544-32577)

of the best-loved of Salzburg
veterans. Ends Aug 31
{0662-844501)

A student musical; .and
LIFT goes Chinese

ny musical that contains
the spng “Oht You Beauti-
ful Doll!" has a lot going

for it. You may have for-
gotten (I never knew) that it comes
in Madame Sherry by Otto Hauver-
bach and Karl Hoschna which
appeared in Bloomington, Hlinois in
1810.

Actually, the “Beautiful Doll”
song was added slightly later and
the originai version of Meaedame
Sherry was French, being Arst per-
formed in Berlin around the turn of
the cenbury. A new adaptation by
Martin Connor surfaced in Connec-
ticut in 1989, Such a cosmopolitan
history makes it entirely appropri-
ate for the summer musical at the
Guildball School of Music and
Drama, though the obvious ques-
tion is whether it could stand a
longer run on a bigger stage.

The answer is just possibly “yes".
The Guildhall performance opens
nervously, but gains counfidence as
it goes on. Here is a mixture of all
the clichés of the musical: corny
plot, shaky dialogue, sentimental-
ity, set pieces and a happy ending.
On the other hand, those are the
ingredients that can make a musi-
cal work And if you like good bad
jokes, Madame Sherry has its stack
of them: for example. "My uncles
50 rich, he keeps Swiss money in
American banks.” The bad puns are
a lot worse then that, but still
a A
Of course, it is on the music and
the Iyrics that a musical stands or
falls. Madame Skherry stands. Not
only “Beautiful Doll”, but also “Put
Your Arms Around Me, Honey"” and
“Every Little Movement™, all of
which have taken up by later stars.
In the Guildhall production, where
Marfin Connor directs his own
adaptation. there is lovely chorus
work, and some atiractive staging,
notably in the yacht in New York
Harbour. The costumes are elegant
throughout: it is a tribute to the
cast that they know how to wear
them.

There are good parts galore. [
liked Alison Burrows's Yvonne, the
girl who arrives on the New York
scene having been brought up in a
French convent, and her immensely
tall Eather Theophilus, played by
David Axel. Why Judy Browne's
Catherine has an Irish accent is

The danc_ 8 programme features

American company Garth Fagan ARTS GUIDE

Dance and Ballet of the Deutsche Monday: Performing arts

Oper, Beriin, with Peter Schaufuss. guide city by cify.

Steve Berkoff directs Oscar Wilde's Tuesday: Perlorming arts

Salome, and there is an guide city by city.

Halian-language production of ga.:nesday: Festivals
uide,

Tennessee Williams' A Strestcar

B SAVONLINNA

No-ong who visits Finfand’s pramier

summer festival can fail to ba
impressed by the stone castle

N SALZBURG

Gerard Mortier's second festival,
opening on July 23, will be less

of an explosion than last year, but
the programme is still bursting with
good ideas. Deborah Wamer stages

Shakespeare's Coriclanus alongside - by

a revival of Peter Stein's 1992
production of Julius Caesar. This
vear's new opsra productions are
Cosi fan twite {with Cecilla Bartoli
and Jennifer Larmmorsj, Lucio Silla
{with Ann Murray and Luba
Orgonasova) and Montevendi's
Poppea [with Sylvia McNair and
Philip Langridge). Revivals include
Salome /Dohnanyi, with
Catherine Malfitano and Bryn Terfal)
and Falstaff (Ronconi/Sotti, with
José van Dam). There are concert
performances of Dallaplccola’s
Ulisse and Nono's Promeieo.
Despite the increase of
contemporary music at the festival,
's Juxury element continues
with a parade of top-class
orchestras, conductors and soloists,
including the Berlin Philharmanic
with Abbada, the Osio Philharmonic
with Jansons and the Vienna
Philharmonic under Maazel, Ozawa
and Levina. Riccardo Muii's only
appearances this year will be to

courtyard in which it takes place.
Poisad on the edge of a lake, Olaf's
Castla (Clavinlinna) is one of the
world’s outstanding outdoor
locations for opera. The festival
opens this wesek with a new
production of Macbeth, conducted
Leif and staged by
Ralf Langbacka, with festival director
Jorma Hynninen in the title role
(seven’performances till Juiy 20).
Fidelio {first night July 8) and Die
Zauberfdts (July 2, 5, 7, 12) are
both August Everding productions.
Lithuanian Opera and Balfet theatre
brings Nabucco ffirst night July 21)
and Lucla di Lammemmoor (July

22},

Peter Schreier gives a recital next
Tues and conducts Bach's Saint
Matthew Passion on July 11.

Hakan Hagegard glvés a song
recital on July 10. Ends July 27
{057-514700)

NEE—

B SPOLETO

The annual arts hinga in this
Urmnbrlan town is now in full swing,
This year's operas ara Puccini's
Triitico, staged by the fegtival’s
sgelsss supramo Glan Garlo Menottt
in the Teatro Nuove, and Tha Rake's
Progress gt Tealre Caio Melisso.

Named Desire. Plus numerous
midday and plazza concerts.

Information 0743-44097)

Ends July 14 (Tickels 0743-40265

beyond me, but it adds to the teas-
ing fun in a thoroughly enjoyable
evening. The orchestra is excellent
with some fine violin playing by
Sonya Fairbairn.

*

Meanwhile, the London Interna-
tional Festival of Theatre (LIFT/&)
continues across the capital until
July 12, Catch jt where you cam 1
am told by those who have seen
them that the itinerant Hanoi
Water Puppets are sheer delight.
For myself, T enjoved without
understanding the Chengdu Theatre
Company's Ripples Across Stagnant
Water at the Riverside Studio.

The play has elements of a Chi-
nese Madame Bovary and is set,
around 1900, against a backsround
of civil strife. I cannot comment on
the dizlogue, but the acting, setting
and musical interventions are of a
very high order. One point that
struck me is how easily the Chinese
move from great courtesy to vio-
lence: almost in the same effortless
physical movement.

Malcolm Rutherford

Madame Sherry is at the Guildhall
Schoo] Theatre until July 7. (071)
638 8891

N 3 -
Scene from ‘Ripples Across
Stagnant Water”

Thuraday: Fesbivals Guide.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV

B TANGLEWOOD

For more than 50 years, the Boston
Symphony Orchestra's summer

home has provided a relaxed sefting

for concerts in the heart of the
Massachusetts countryside.

‘This year's Opening events, from
Thurs till Sat this week, feature the

Bostoh Symphony Chamber Players,

Julitard String Quartet and baritone
Hakan Hagegard, prior to the
Boston Symphony's first orchestral
performance on July 9.

On Sun, Tanglewocd presants
a raund-the-clock Independence

Day celebration culminating with 0730 2230
an appearance by folk group Peter News: Financial Tl
Paul and Mary. Ends Aug 31 ﬁ.‘f}’m“"o?ad"a““ mes

{Vicketmaster Boston 617-931 2000
New York City 212-83077171)

{All times are Central Eurg-
pean Time)

MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channal:
West of Moscow 1230.
Super Channel: Financial
Tinas Reporis 0630

Wednesday Super Chan-
nel: Financial Times
Reports 2130

Thursday Sky News:
Financial Times Reports
2030; 0130

Friday Super Channel:
European Business Today

Saturday Super Channel:
Financlal Times Reaports
0830

—

BN VADSTEJNA

Vadstejna's annua) opara fastival,
sat In the historic buildings of this

charming medievat town 250 km Super Channel: Financial
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